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Abstract 
The University of Michigan’s Survey Research Center developed a tool to 
quantify how people feel towards the state of the economy. Dr. George Katona, a 
psychologist and professor at the University of Michigan developed the Index of 
Consumer Sentiment (ICS) in the 1940s. 
As decades of data were collected on aggregate consumer sentiment through the 
50s and 60s, a discovery was made. The ICS seemed to indirectly predict the direction of 
the economy by accurately anticipating aggregate purchasing versus saving decisions. 
The index is even used today by the U.S. Government to measure consumer confidence 
and has been noted to give investors an unfair advantage if they have this information 
before others. The literature shows many researchers attempting to measure the index’s 
predictive ability on consumer expenses, but little to none have conducted an in depth 
analysis on identifying which variables, experiences, and individual characteristics 
influence the ICS. This dissertation takes on a systems perspective to recognize that the 
economy is one large societal system; whereby, all members of society along all levels on 
the socioeconomic strata are interconnected and are in conflict with their needs and 
values.  
A 45-question survey was distributed to a national sample of 535 participants. 
Participants from all states in the U.S. (except North Dakota), and including Puerto Rico 
were captured in the sample population. The survey identifies each participant’s 
economic literacy, income levels, gender identities, political and religious affiliations, 
participant and parent’s level of education, marital status, household size, employment 
status, news network preference, trust in the government, willingness to commit a crime 
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in bad financial times, and personal experiences with foreclosure, bankruptcy and layoffs, 
among other variables. This quantitative methods research utilizes Spearman’s rho 
correlation coefficient to identify the variables that are most statistically significant in 
influencing the ICS. The data show strong statistical significance among certain variables 
and the ICS (such as discretionary income, trust in the government, and news network 
preference), which further grounds the fact that consumers are easily conditioned and 
influenced by their environment.  
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CHAPTER I: INTRODUCTION 
Background of the Study 
 It is reiterated time and time again on news networks throughout the country, on 
the radio, and in the press, “The economy is bad. This recession is far from over. 
Unemployment has risen again for the third quarter in a row…” These are some of the 
things that are embedded into the minds of the members of our society, across all 
socioeconomic statuses, among all income ranges and all demographics. For the past few 
years, what is perceived to be the state of the economy has been the scapegoat used to 
explicate why things are happening. Whenever a company lays-off employees, people 
may attest that the reason is that the economy is bad. If someone applies to multiple jobs 
and does not get a call back, the justification for that phone’s silence is that the economy 
is tough, which in itself reaffirms the weakness of the economy to those jobseekers.  
From the losses of homes, increases in crime and homelessness, and even the 
influx of people running back to enhance their education to make themselves more 
marketable; all these things are usually justified by the commonly reiterated blaming of 
the state of the economy. This study consolidates the realms of economics, social sciences 
and conflict analysis and resolution to analyze and revisit how we study aggregate 
sentiment. The purpose of this study is to identify which externalities, conditions, 
personal characteristics, economic literacy levels and news preferences, among other 
variables, influences changes in consumer sentiment. The reason for integrating conflict 
analysis into the equation is because given that conflict is considered a struggle between 
two or more interconnected parties with differences in perceived needs and values, when 
analyzing the economy as a large organization with many stakeholders, including the 
general consumer, producers, business owners, members of the local community, 
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taxpayers in general, the government, job seekers and students; then the economy is 
inundated with conflict when these parties are at differences with their goals and are all 
impacted either directly or indirectly. This study uses a survey-style method of inquiry, 
which serves several purposes simultaneously.  
The first aim is to identify the participant’s level of knowledge of what the 
economy actually is; and understand if people have enough understanding about the 
mechanics of the economy to be able to attest to the fact that the economy is “bad”. 
Secondly, the survey asks participants a series of specific questions relative to general 
demographic information, news network preferences and income levels, among many 
other questions, where people can be categorized into many different groups for the 
analysis of each variable’s impact on aggregate consumer sentiment. Lastly, the survey 
also collects information regarding the participant’s sentiment towards the current state of 
the economy by utilizing the Index of Consumer Sentiment, produced by the University 
of Michigan’s Survey Research Center. Essentially, this study consolidates the fields of 
economics with the world of conflict analysis and resolution to identify which factors 
attribute to a positive or negative outlook on the state of the economy, seeks to identify if 
participants really understand what the economy is, finds correlations between optimistic 
and pessimistic perceptions of the economy in comparison to individual characteristics, 
and lastly, introduces a model that may influence scholars in the field of conflict analysis 
and resolution to further strengthen application of conflict analysis and resolution to 
analysis of social conflicts, assuming aggregate sentiment plays a role in the central 
conflict.  
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Statement of the Problem 
 The problem at hand is multifaceted in nature and identifies problems in 
economic fundamentals. The first problem to note is that very few people within our 
economy have a very firm understanding of what the economy is and how it works. 
Nonetheless, as we have learned historically from events such as the Great Depression 
caused by the stock market crash in the 1920s, the Savings and Loan crisis of the 1980s, 
the dot-com bubble bursting, and the most recent financial crisis of the late 2000s caused 
in part by deregulation of the derivatives markets, have all impacted the way people 
perceive the state of the economy and the confidence that they have that it will get better 
in the future. Since people do not understand the technicalities behind the mechanisms 
that constitute what is known as the economy, they are influenced to feel the way they 
feel about the economy due to other externalities. The problem with this is that there is a 
tendency for people who feel unconfident about the state of the economy to spend less 
money, which in turn makes the economy worse, because a decrease in demand discredits 
the need for employment, thus decreasing employment. Eva Mueller, former Program 
Director of the Survey Research Center at the University of Michigan and pioneer in the 
study of aggregate consumer sentiment supported this hypothesis, “whenever these 
uncertainties grow, many consumers, even those who are not unemployed, spend more 
cautiously and delay some postponable purchases” (Mueller, 1966). This is evidence that 
those who have control of those things that influence consumer confidence, also have 
control over the state of the economy, which is heavily driven by consumer spending and 
consumer confidence overall. 
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 The second problem is that economic measures such as the Consumer Price Index 
(CPI), which is one of the top economic measures that determines things such as 
inflation, has a direct impact on any type of future income or currency valuation. 
Utilizing measures such as the consumer price index as the measure to determine the 
strength of the economy may have been an accurate measure to use at some point in time, 
but it may not be an entirely accurate measure to use in our current times, given that how 
people attribute their income to certain expenditures have changed drastically since the 
early 1980s. The consumer price index, for example, uses a few years in the 1980s as a 
base measure in comparison to price changes of certain products over time. During the 
early 2000s, banks were transferring their debt to other investors in complex investing 
instruments called collateralized debt obligations. These instruments allowed a bank to 
satisfy the loans that borrowers borrowed from the bank, packaged the loans into one 
large pool of debt called tranches, and thereby minimized the risk of default from 
borrowers who were, at point of application, financially incapable of repaying their 
mortgage loans, for instance. Therefore, banks approved high-risk borrowers with the 
confidence of knowing that selling the debt to another investment firm would satisfy their 
receivables for that loan. This is just one of the things that took place in our current 
financial crisis that nullifies the credibility of measures such as the Consumer Price Index 
overall, because the Consumer Price Index’s measure of housing, which comprises a 
39.6% weight for that category (DePaul University’s Quantitative Reasoning Center, 
n.d), either increased significantly when borrowers’ adjustable rate mortgages caught up 
to them, or drastically decreased when the banks became so overwhelmed with loan 
modification applications, foreclosures, and appeals, that borrowers neglected to pay their 
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mortgages for an extended period of time while still residing in their homes. If inflation is 
a measure of increases in the cost of goods and services, and is also pivotal in 
determining the strength of the economy and the value of the dollar, it should not be 
based solely on such a small population surveyed, and should also factor in qualitative 
phenomena to explicate the volatility from month-to-month in its measure, such as 
excessive borrowing as a collective society. Money “spent” should not include money 
borrowed, which is what many people lived on when credit was easy to obtain.  
 The third problem is that it has been demonstrated that how people feel towards 
the state of the economy has the ability to impact other behaviors. “Economic conditions, 
the story usually goes, influence consumer confidence, which in turn influences both 
political evaluations and votes" (De Boef & Kellstedt, 2004). Thinking quantitatively, if 
it is the case that the perceived state of the economy has an impact on other variables 
such as voting decisions and political affiliations, then it is true that perceptions towards 
the state of the economy also has an impact on other variables and behaviors, which 
undoubtedly includes increased saving or increased spending. This decision to spend 
more or to save more has a direct impact on supply and demand. If there are no 
consumers willing to consume, because they are pessimistic about their economic future 
and the economy altogether, then there is no need to produce for that consumer or any 
other consumers who also share the same sentiment. A decrease in production will yield a 
decrease in revenue for the company or small business owner, and will, as we have seen 
over the past few years, result in a need to reduce large expenses, such as labor. This puts 
more people into the unemployed category, who are not capable of spending money, 
which makes this organic economy worse. Contrarily, if in aggregate, people feel 
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optimistic about the state of the economy, there will be a willingness to spend, which can 
result in an increase of goods and services extended to consumers. If profit permits, a 
need for more employees will result to accommodate this demand.   
The main problem here is that, as we learn from economic measures, peoples’ 
behaviors change relative to the conditions and externalities that are in place and cause 
them to spend a certain way, think a certain way about the state of the economy, and 
ultimately alter their political affiliations, for instance. If consumer sentiment is so critical 
to everything else that follows after that individual decides to either save their money or 
spend it, then why has the field of social sciences and economics failed to recognize that 
individuals, although quantified as a statistic, have multiple, specific characteristics that 
influences their sentiment? There are studies that illustrate prevalent variables such as 
local conditions and the media, which play a role in influencing aggregate perceptions 
towards the state of the economy, but none that goes as in depth as this study does and 
captures relationships between those individual characteristics and the University of 
Michigan’s Index of Consumer Sentiment.  
Identifying the specific externalities and individual characteristics that are 
correlated with economic pessimism and optimism can help conflict resolution 
professionals to better understand the intricate relationships that exist in an economy, 
how the actions of one group of people in society can have devastating impacts to the 
other, and how to collaborate with experts in the realms of finance, psychology, political 
science and economics to develop ways of solving complex social conflicts. Previous 
researchers have concluded that it is consumer sentiment that drives expenditures. 
Therefore, if aggregate consumer sentiment drives expenditures, then the variables and 
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externalities that impact aggregate sentiment directly, must also have indirect control 
over expenditures, and all other indices and conclusions that are derived from it.  
 To summarize the problem statement into one thought, the problem is that generic 
assessments to dictate the economy overall and explains aggregate sentiment among the 
masses at the macro scale, such as consumer sentiment, needs to be reevaluated for our 
current times due to: (1) previous research conducted which illustrates that although 
people relay negative sentiment towards the state of the economy, they do not understand 
how the economy works, (2) the fact that aggregate sentiment towards the state of the 
economy is caused by externalities such as the media, television, and the internet among 
other factors, in addition to personal experiences, (3) the fact that perceptions of the state 
of the economy has the ability to impact other behaviors, and (4) perceptions of the state 
of the economy have a role in impacting other social or economic measures such as the 
consumer price index, calculation of the gross domestic product, employment rates, 
inflation, interest rates, and the strength of the economy overall. 
 
Significance of the Study 
 This topic is significant because it aims at taking the study of economics, social 
sciences and finance, and integrating it into the epistemology of conflict analysis and 
resolution. On the academic side, finance students learn in their finance classes how to 
calculate interest rates, calculate dividends and coupon payments on bonds. Students of 
economics learn about economic theorists such as Adam Smith, John Maynard Keynes, 
Karl Marx, Friedrich Hayek, and Milton Friedman, and theories such as ‘the invisible 
hand’, supply and demand, elasticity, capitalism, socialism, game theory and prisoner’s 
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dilemma, etc. These disciplines essentially teach finance students to determine “how 
much”, and economics students to explain theories that are seemingly etched in stone. 
This study is significant, because it includes the human factor into the equation to 
illustrate that there is a problem here. Economic theories of the early 1700s are not 
completely applicable in the 21
st
 century. People change their behaviors collectively over 
time depending on what conditions they are placed in; and at the individual level, 
experiences are unique. It is sensitive (and dangerous) to determine the direction of the 
economy from a small population that represents the entire economy and present that 
with one number, which attempts to justify everything that took place in the economy. 
Previous studies have been conducted to illustrate aggregate sentiment towards the state 
of the economy, but none of those have integrated a conflict analysis approach and how 
the perception of the economy, especially during times of financial dismal, may impact 
other areas of our society. Some economic theorists, such as Adam Smith, who was the 
grandfather of the idea of ‘self-regulation’ with his “invisible hand” belief and is 
considered to be the father of economic theory, provides an ideology that only works 
under certain conditions whereby all people work harmoniously, essentially, for each 
other (Bayer, 2011). Just taking this one economic theorist as an example, Adam Smith 
may have had certain situational and external attributes that led him to perceive the world 
in the manner in which he did. We must remember that Adam Smith did not live long 
enough to experience all the financial bubbles that took place, missed out on the creation 
of the United State’s first bank, which was established to support the Revolutionary War 
(Newmoney.gov, n.d), Smith was born and raised in a country that was invaded by the 
then-superpower of England (Schama, 2011), and that Adam Smith followed Deism as 
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his faith (Nogaard, 2012), in a predominantly catholic country, which would have made 
him in a sense, a free-spirited rebel (or hippie) against the collective thought of society 
during his years in Scotland. These are all things that have to be taken into account when 
applying economic theory to our modern times, because although the theories sound 
elaborate on paper and in textbooks, they are not applicable indefinitely. Smith’s theories 
tell us that collectively, people work for the good of one another and that the market can 
be self-regulated. Experiences however, have taught the world that people in society act 
in their own self-interest whenever they have the opportunity to do so. Since most 
economic theorists have missed out on major events that have discredited their 
ideologies, their theories cannot be used to fix financial crises or economic conflicts. 
Moreover, studies have demonstrated that there are certain attributes that affect peoples’ 
feelings towards the economy and that this aggregate sentiment has the ability to alter 
other behaviors. This study identifies what those factors are that influence changes in 
aggregate sentiment among the masses, specifically by utilizing the measure of consumer 
sentiment, to better understand how consumer confidence and aggregate sentiment is 
manipulatable. This is how this study is significant in terms of economics.   
With regards to the realm of conflict analysis and resolution, this study is 
significant because it allows the opportunity to show how many of the concepts and 
theories in the field can be used to analyze and help practitioners, societal stakeholders, 
and policymakers on how to recognize an economic conflict when one is present. 
Additionally, this study can also aid in determining when and how to raise ‘red flags’ 
when there is a foreseeable financial conflict of interest that would adversely impact 
members of society. Perhaps this study can inspire further integration of economics into 
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conflict analysis and resolution so that economic mediations, negotiations, facilitations 
and arbitrations can be developed to rectify economic conflicts, or perhaps, at the 
interpersonal and community level, the field can develop ways to prevent economic 
conflicts in municipalities and among families. This is why this research is significant as 
it relates to the epistemology of conflict analysis and resolution. 
 
Need for the Study 
 Research regarding perceptions of the economy and identifying individual 
characteristics that cause variations in sentiment is needed for the study of finance, 
economics, humanities and social sciences, and in the arena of conflict analysis and 
resolution for multiple reasons. This study impacts the realm of finance because future 
incomes from investments are impacted by inflation. A one hundred dollar payment 
today will undoubtedly be worth less five to ten years from now. In other words, the 
purchasing power of money has historically decreased through time, as a result of 
inflation. Inflation is presently dependent on the Consumer Price Index, a critical 
economic measure, in order to calculate it (McMahon, 2008). If the Consumer Price 
Index is impacted by certain phenomena, such as drastic decreases in the confidence that 
the general public has towards banking institutions, then at the end, it will also impact 
investments and retirements, since the Consumer Price Index, has a direct affect on the 
value of the American Dollar. Evidently, it is useful for stakeholders to better understand 
which factors influence changes in aggregate sentiment among the masses as it relates to 
consumer sentiment, purchasing behavior, investing behavior, and perceptions towards 
the state of the economy overall.  
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This study is yet another attempt to add to the current body of knowledge that has 
done that already, with a conflict analysis and resolution approach. Ultimately, there is a 
conflict between the individual and the banking world, between the banking world and 
borrowers, and between the banking world and the government. It is a system that is 
interconnected, and all parties are in conflicting perspectives among one another. With 
reference to the world of humanities and social sciences, this study is necessary because 
of the current state of our world. This study will allow the opportunity to serve as a 
“snapshot of our time”, which will illustrate how people perceive the world today, given 
the current state of affairs and given the fracture that the deception of our financial world 
has caused in the confidence that the public has in it. If this study can help identify what 
those things are that cause consumers to lose confidence and faith in a banking 
institution, a bank can also use the same theoretical approach to better understand what 
consumer’s needs are and supply them with those things that are necessary in order to 
repair the relationship and ultimately, the sentiment that the public has towards the 
financial world. Additionally, this study is necessary because it questions economic 
theorists that are currently in our economics textbooks and studied in the academic 
setting.  
This study questions the thought processes of certain theorists that have 
contributed to modern economic thought, questions the validity of their ideologies, and 
inspires the world of economics, social sciences, and business, to adopt new theories that 
are applicable to our time, considering the things that have happened in our now global 
economy over hundreds of years. Likewise, this research is necessary for the study of 
conflict analysis and resolution because it also teases the field to view the economy as a 
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complex platform where there are multiple stakeholders who are all in conflicting 
positions with one another, in lieu of the traditional thought of a system where there are 
“winners and losers”. Perhaps this study can also inspire others to further investigate 
people’s economic and financial conflict styles as well. Lastly, this study is needed 
because it will reveal which specific variables are strongly correlated with aggregate 
consumer sentiment. In short, this research seeks to answer the following questions:  
1) What are the specific externalities and individual characteristics that impact the 
public’s perception of the state of the economy? 
2) What are participant’s current perceptions of the state of the economy? 
3) Is financial and economic literacy correlated with consumer sentiment? 
 
Hypotheses 
 Overall, this study seeks to identify which variables are statistically significant 
and influence consumer sentiment. The fundamental hypotheses are as follows:  
 
Null Hypothesis 
H0: There is no statistical significance between consumer sentiment and the given 
variable.  
 
Alternative Hypothesis 
H1: There exists strong statistical significance between consumer sentiment and the 
testable variable, specific to respondents’ experiences, personal characteristics, and other 
externalities.  
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Limitations 
 The sample population consists of 535 participants distributed among all 50 states 
in America, from various backgrounds. One of the limitations is that the majority of the 
participants are frequent Internet users. Therefore, people who live in rural areas, who do 
not have Internet access, people who cannot afford to pay for Internet, and people who do 
not use the Internet as a part of their day-to-day lives may not have been captured in this 
sample. Since the survey is administered through the web, only those participants who 
want to volunteer to take the assessment are the ones who participated, and as such, it 
was anticipated to result in a relatively low response rate. Another foreseeable limitation 
was that the survey might have not taken a relatively short amount of time to complete 
and some participants may have felt as though that the survey was quite lengthy. 
Additionally, this study was only limited to opinions within the United States, and did not 
include an internationally based population to be able to compare aggregate perceptions 
on the state of the economy in a cross-national environment. However, this research may 
inspire others to conduct similar surveys on a global scale to find similarities among 
different cultures that enable them to perceive the economy a certain way.  
 
 
 
 
 
 
14 
 
 
 
Definition of Terms 
Economy – The state of a country or area in terms of the production and consumption of 
goods and services and the supply of money; the wealth and resources of a community 
(Soanes & Stevenson, 2008).  
 
Consumer Price Index (CPI) – A statistical measure of the cost of living based on the 
weighted average cost of a standard basket of retail goods, used especially as an indicator 
of the rate of inflation (Deverson, 2004).  
 
Inflation - A general increase in prices and fall in the purchasing value of money; an 
increase in available currency regarded as causing this (Barber, 2004).  
 
Gross Domestic Product (GDP) - The total value of goods produced and services 
provided within a country during one year (Soanes & Stevenson, 2008).   
 
Recession - A slowdown or fall in economic growth rate. A recession is defined by the 
U.S. National Bureau of Economic Research, as a decline in gross domestic product in 
two successive quarters. A severe recession is called a depression. Recession is 
associated with falling levels of investment, rising unemployment, and (sometimes) 
falling prices (Law & Smullen, 2008).  
 
Regulation - Control and supervision of organizations exercised by external authorities 
through the application of rules (Chandler & Munday, n.d).  
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Deregulation - Government action to reduce bureaucratic controls over an industry, 
typically in order to allow market forces to stimulate commercial competition and/or to 
reduce public provision (Chandler & Munday, n.d.). 
 
Index of Consumer Sentiment (ICS) – Also known as the Thomas Reuters/University of 
Michigan Survey of Consumers, is a monthly survey that captures consumer sentiment 
and generates an aggregate index. The survey is conducted monthly and taken by 500 
participants over the phone. There are five main questions to the Index of Consumer 
Sentiment. These five questions illustrate participant’s perceptions of their own financial 
situation, their economic outlook in the short term, and their economic outlook in the 
long term. George Katona, a Hungarian-American psychologist and professor at the 
University of Michigan developed the Index of Consumer Sentiment in the 1940s. The 
Index of Consumer Sentiment is one of the main indices used by the U.S. Department of 
Commerce. The Index of Consumer Sentiment’s credibility and impact on the economy, 
stocks, and the value of the dollar was evident on a CNBC article published June 12
th
, 
2013, which discusses how obtaining the ICS before the general public is aware of it, has 
massive impacts in the direction of the stock market and creates an unfair advantage to 
other stock traders (Javers, 2013).  
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CHAPTER II: LITERATURE REVIEW 
 The following literature review is divided into two sections, which aims at 
providing a comprehensive consolidation of economic themes and social theory. The first 
section provides sources found in the literature, which support the idea of the relevance 
of studying aggregate consumer sentiment and why it is important to understand 
consumer behavior. Some of the themes encapsulated in the first part of the literature 
include the relationship between unemployment and consumer sentiment, suggestions on 
how to reduce bias in the collection of aggregate data (such as for aggregate sentiment or 
for the data used to produce the CPI), how the media shapes aggregate perceptions and 
how approval of political leadership are influenced by economic perspectives. Other 
researchers confirm the validity and predictive ability of consumer sentiment indexes, 
explain how aggregate sentiment has caused stock market crashes and financial bubbles 
as well as imply that more research is needed to identify which variables influence 
consumer sentiment. Essentially, most researchers in the literature agree with the 
importance of understanding consumer sentiment, have conducted research to identify 
what it influences, and wish to learn what it is influenced by.  
 The second half of the literature review discusses the core elements of general 
human behavior, the fundamental relationship between sociology and economics and 
some theoretical problems with the field of economics. One of the problems highlighted 
is the notion that calculations do not determine human behavior. The literature explains 
that people are unique, are all in pursuit of favorable living conditions and are never static 
in their response to stimuli. An individual may even react differently to the same stimuli 
in two different ways at two different times. The second part of the literature review also 
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challenges some social theorists (such as Max Weber), their lack of credentials to study 
economics and sociology, as well as how these themes all connect with the study of 
consumer sentiment.  
 
Consumer Sentiment and Other Economic Measures 
 For many years, the attributes that collectively impact consumer confidence has 
been studied by academics, better understand which factors make people have faith in the 
state of the economy or completely lose confidence in it. The study of consumer 
confidence is of utmost importance due to the fact that it is what indirectly affects 
inflation and ultimately, the value of our currency. Eva Mueller, Program Director of the 
Survey Research Center at the University of Michigan, published a study in 1966 that 
essentially sought to determine what the impact of unemployment was on consumer 
confidence overall. The study concluded, through extensive data, that experiencing 
unemployment alone is not a key cause of negative sentiment towards the state of the 
economy. Simply being aware of unemployment can initiate negative sentiment towards 
the state of the economy (Mueller, 1966). The study takes into account the phenomenon 
of the recession in 1958 in its explanation that simply “awareness of unemployment had 
some dampening influence on consumer optimism” (Mueller, 1966).  
This research coincides with this study as it relates to understanding the 
externalities that impact perceptions towards the state of the economy because Mueller 
takes into account one of the many variables used, employment status. Upon reading 
Mueller’s study, it is understood that one must be cautious of indicating from responses 
received that unemployment and negative sentiment towards the state of the economy 
have a direct correlation, without actually testing those who are employed and are “aware 
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of unemployment” independently. Having a close friend or relative who has been 
impacted by unemployment may have the same effect as experiencing unemployment 
when it comes to perceptions toward the state of the economy. Furthermore, Mueller 
illustrates that there are three levels of environmental factors that can impact economic 
outlook:  
...the national level, that is, news of nationwide unemployment and business 
conditions transmitted by the mass media; the local level, that is, the level of 
unemployment in the respondent's own labor-market area, which may differ 
considerably from the national level and will also differ between places at any one 
point of time; and the level of direct personal experience. (Mueller, 1966) 
 As the collective economy evolved from the time that Mueller conducted her 
study until recently, our financial world has undergone a lot of scrutiny as a result of 
some unethical practices, whereby banks transferred the debt from their receivables to 
other investors, thereby reducing genuine care for front-end borrowers, who were 
completely oblivious to the complexities of our modern banking instruments. Dr. 
Elisabeth Paulet, professor of finance and economics at ESCEM Business School in 
Tours-Poitiers, France, tackled the problem of ethics in our financial system in her 2011 
article titled Banking Ethics. In this article, Paulet demonstrates that over the last 30 
years, many financial scandals, crises, and bubbles have proven that systemic risk has 
increased (Paulet, 2011). In response to this, the government has stepped in, in hopes of 
implementing rules to prevent these things from happening in the future. The problem 
that was identified is that auditing agencies, which are in charge of evaluating risk from 
banking institutions, “have failed to provide investors and regulators with adequate data 
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regarding the quality of their clients” (Paulet, 2011). Paulet discusses financial bubbles 
that have taken place in our global economy to illustrate that the phenomenon of 
corruption is not new to the world and concludes by affirming that “regulation is a 
necessary but not sufficient condition to ensure efficiency of banking institutions and 
companies’ management” (Paulet, 2011).  
Paulet’s research is intriguing because these viewpoints come from an academic 
with a terminal degree in finance and economics. Usually, people who are pro-economy 
and anti-regulation stand firm in the idea that the economy repairs itself; it regulates 
itself, and that when the government steps in, it usually causes harm to the economy. The 
study supports the opposite and states that regulation is necessary to keep the banking 
world under control and keep it ethical. Paulet’s study coincides with this dissertation 
because aggregate sentiment towards government regulation has a relationship with trust 
(or sentiment) toward the economy. People who have fallen victims to the consequences 
of a negative economy, including layoffs, reductions in pay or hours worked, were 
misinformed about mortgages assumed, negative equity, etc., will probably feel 
pessimistic about the state of the economy and may feel that regulation is necessary, 
almost in the same way a victim awaits a heroic figure or an authority to come to rescue 
them from the villainous actions of the banking world. Paulet also states that some 
countries should turn to Switzerland to model when it comes to ethics and the role of 
banking in a country and in a community. “[Switzerland] refuses to participate in the 
speculative operations of the financial market because they consider that this economic 
logic is responsible for many international crises, social inequalities, ecological problems, 
etc.” (Paulet, 2011).  
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Looking at government intervention in the global sense and the necessity of 
stepping in to rectify a downed economy is evident in William Easterly’s 2006 paper on 
economic development titled Reliving the 1950s: the Big Push, Poverty Traps, and 
Takeoffs in Economic Development. The main idea of the study was to demonstrate that 
whenever there are poverty traps, or places where there is zero growth, that foreign 
investment is justified (Easterly, 2006). Although the article is specific to international 
investments, the same is applicable in the United States. A municipal government may 
decide to open a shopping center to stimulate job growth and in turn increase income, 
which requires investment. Likewise, during a state of financial dismal when there is 
prevalent aggregate economic pessimism, someone may choose to invest in him or 
herself to enhance their skills, education, and to become increasingly marketable in 
today's competitive job market. 
 The discrepancy of how the media talks about the state of the economy is 
illustrated in a published study titled How Should We Measure Consumer Confidence 
(Sentiment)? Evidence from the Michigan Survey of Consumers; which revisits the 
questions that Eva Mueller used in her 1960s study of consumer sentiment. The study 
reveals that the Michigan Index of Consumer Sentiment and the Consumer Confidence 
Index is regularly used in the media (Dominitz & Manski, 2003). The epicenter of this 
article analyzes these surveys used by the media and concludes that some of the questions 
asked in the Survey of Consumers do not apply to most respondents, given that they are 
unaware of “distant, ambiguous phenomena” (Dominitz & Manski, 2003). Secondly, the 
study states that qualitative questions regarding consumer confidence should be 
“accompanied by or replaced by probabilistic questions inquiring about well-defined 
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events… economists had little experience with [probabilistic questioning] before the 
early 1990s” (Dominitz & Manski, 2003).  
The last point made by the Dominitz & Manski analysis is in a sense a prequel to 
this dissertation, in that it challenges the validity of generic measures that seek to explain 
aggregate social behavior with a brief, generic questionnaire or index that generalizes 
behaviors, sentiment or household expenses. “We suggest that the producers of consumer 
confidence statistics prominently report their findings for separate questions. The 
responses to separate questions are much more readily interpretable than are monthly 
reports of an index constructed from disparate, non-commensurate elements” (Dominitz 
& Manski, 2003). The study also quotes Mueller, regarding the original intent for the 
index of consumer attitudes, which was simply an experimental tool when it was initially 
developed. Mueller challenges researchers to look at her study in the future to reevaluate 
the validity of the index.  
‘Ahead is the challenging problem of seeing whether closer correlations with 
purchases can be established by improving the index – by adding new series, 
revising the weighting of components, and refining the attitudinal measures 
themselves’ (Mueller, 1957, p. 965)… Almost half a century later, we take up the 
challenge to improve the measurement of consumer confidence. (Dominitz & 
Manski, 2003) 
 Charles Manski from Northwestern University and John Straub from the 
University of Wisconsin-Madison conducted a study between 1994 and 1998. The study 
sought to identify workers’ perceptions of job insecurity in the mid-1990s. The study 
collected responses from 3,561 people to identify how perceptions of job insecurity 
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differed among respondents from various ages, levels of schooling, sex, race, employer 
and year (Manski & Straub, 2000). The research revealed that job insecurity varied 
among the participants with “most workers perceiving little or no risk but some 
perceiving moderate to high risk” (Manski & Straub, 2000). The findings illustrate that 
job insecurity does not vary at all with age, people with schooling are more secure about 
their jobs and have a better outlook on obtaining a new job if the current job were lost, 
that between males and females there was very little difference in job insecurity, those 
who are self-employed have less job insecurity than those who work for others, and 
lastly, that there was a significant difference in the level of insecurity when comparing 
the racial category. “Job loss among blacks tends to be nearly double those of whites” 
(Manski & Straub, 2000).  
This research sheds some light on one of the variables employed in this 
dissertation – sentiment towards current employment status. Sentiment towards current 
employment, as noted from the study can also be subdivided into different categories that 
can help to better understand why an employee feels the way he or she does about the 
security of their employment. The article further supports the fact that probabilistic 
questions from the Survey of Economic Expectations are much better to use than 
qualitative questions of other surveys used in the past, whose objective is to take a 
snapshot of collective sentiment towards the economy. Moreover, the researchers 
illustrate that “the long-term objective should be to use elicited expectations to study the 
effects of job insecurity on worker behavior” (Manski & Straub, 2000). Given that it may 
be the case that job insecurity may have an impact on the behavior of the employee such 
as making them more submissive to authority and hesitant to demand increases in wages, 
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then perhaps an increase in job insecurity in an individual employee may have the ability 
to also alter that employee’s pessimism towards the state of the economy.  
 With regards to identifying another societal attribute that has the capacity to 
influence consumer sentiment, researchers from the University of Minnesota put forth a 
study in 1989 to better understand the media's influence on aggregate consumer 
sentiment. Data were collected on 2,000 new stories about the state of the economy over 
a period of 127 months. The researchers, as in some of the previous studies mentioned, 
have illustrated yet another externality that impacts consumer sentiment. The study 
concludes by demonstrating that “the message environment (media) plays a major role in 
cultivating perceptions of social conditions” (Tims, Fan & Freeman, 1989). How the 
public feels about the state of the economy has also been studied in the international 
scene to determine whether approval of political leadership impacted economic 
perceptions or if economic perceptions impacted political leadership.  
During the 2012 presidential election, for example, the state of the economy was 
one of the themes presidential candidates touched on to convince voters they were the 
ideal candidate. Research findings conclude by illustrating that when comparing multiple 
countries, there seems to be a relationship between economic perceptions and approval of 
political leadership, but no definitive answer as to which causes what. “This research 
suggests that under some conditions people will be prospective, and under others they 
will be retrospective” (Cohen, 2004). Moreover, this same research that compares 
economic perceptions of political leadership approval suggests that research which seeks 
to identify other factors that lead people towards prospective or retrospective sentiment 
towards political leadership and economic perceptions should be studied (Cohen, 2004).  
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Consumer confidence has also been measured against other things such as 
consumer spending. Sydney Ludvigson, professor of economics at New York University 
and faculty research fellow at the National Bureau of Economic Research in Cambridge, 
Massachusetts, studied the relationship between consumer confidence and expenses, 
which also utilized the University of Michigan's Index of Consumer Confidence. The 
concluding remarks of the study revealed that there is a relationship between the 
Michigan Index of Consumer Sentiment and GDP growth, or the gross domestic output 
of the country (Ludvigson, 2004). Moreover, the study also demonstrates that broad, 
general inquiries cannot be utilized to illustrate an explanation as to why things are, in the 
same way that inflation is influenced by consumer sentiment. Aggregate consumer 
sentiment is heavily influenced by the media, which is influenced by awareness of an 
index that consolidates specific expenditures for a specific population, which may not 
particularly be representative of the entire population of the United States.  
Fuhrer also finds that some of the movement in consumer attitudes cannot be 
explained with broad economic aggregates. It is possible that there are more 
complex, possibly nonlinear, interactions between consumer confidence and 
economic variables, such as the stock market or unemployment. More work, both 
theoretical and empirical, is needed to understand the simultaneous relation 
between household attitudes and household spending. (Ludvigson, 2004) 
 Kersten (1985) discusses the importance of participation in a quantitative survey 
used to develop an index. “In this article, I discuss research on the possible bias in a 
consumer price index number due to a bias in the estimated budget shares in the worst 
situation” (p. 336). Particularly, Kersten discusses the consumer price index of the 
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Netherlands, and concludes by illustrating that the index is skewed, specifically because 
of some participants failing to take the survey altogether. “A household budget survey 
often suffers from a high nonresponse rate and a selective response... Nonresponse can 
affect the results of surveys” (p. 336). Moreover, Kersten touches on the sensitivity of 
consumer sentiment indices, how important it is for participants to actually take the 
survey so that the country is more proportionately represented, and how further work 
needs to be done as it relates to consumer sentiment indexes.  
Since a price index number can be regarded as a weighted sum of partial price 
index numbers, where the weights are budget shares, it is clear that the bias in an 
estimated budget share can lead to a bias in the price index number. Because the 
price index number is an important macroeconomic indicator and the nonresponse 
rate in a budget survey is large, the need for research concerning the assessment 
of nonresponse effects in this index is evident. (Kersten, 1985, p. 336) 
It is important for researchers and those observing the final product of research 
conducted to understand that when surveying a sample population representative of a 
larger population, there will probably be, as Kersten implies, a percentage of participants 
who do not complete the assessment, as well as those who elect to not take the 
assessment at all. Mathematically, this places more weight on the responses of those who 
do respond, which is yet further from what the researcher originally wanted to represent 
the population. If a study surveys 1,000 participants from all 50 states in the United 
States, if for whatever reason, the study is unable to obtain responses from all 1,000 
participants, the researcher can simply find other participants who are willing to take the 
assessment, so the weight of each respondent can be equally distributed among each 
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participant in the sample. “Sometimes the lower incomes are underrepresented, but 
sometimes the higher incomes are as well. This can have a considerable impact for a 
budget survey” (p. 342).  
 A classroom experiment is discussed by Hazlett & Hill (2003), which teaches 
students the importance of the consumer price index and how inflation works by using a 
measure that mimics the Consumer Price Index. Students were given the opportunity to 
buy one of three types of candy spread out over four periods. However, periods five and 
six introduced a new candy into the choices.  
[The students] use their index to practice calculating inflation rates and to 
consider the strengths and weaknesses of the consumer price index (CPI)... The 
exercise also provides a concrete example of the sources of bias in the CPI, 
promoting discussion of the measures the Bureau of Labor Statistics has taken to 
reduce bias. (Hazlett & Hill, 2003, p. 214) 
Bias in the Consumer Price Index and every other index that its results may 
influence is critical, since there are other measures, such as inflation, that are adversely 
impacted and ultimately cause changes in quality of life to individuals in an economy. 
According to Hazlett & Hill, “Inflation plays a central role in economic policymaking, as 
well as influencing decisions made by individuals” (p. 214).  
The study also illustrates that the Consumer Price Index has been criticized in the 
past and as other researchers have explained, needs to be revisited.  
…critics such as the 1996 Boskin commission have suggested that several sources 
of bias in the CPI result in an overestimate of changes in the cost of living... a 
student who [in the experiment], for instance, bought mainly Reese’s in the first 
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few periods could become tired of buying Reese’s and switch to Lifesavers 
simply for variety... the candy price index initially ignores the introduction of new 
products, just as the CPI does. (Hazlett & Hill, 2003, pp. 214-216) 
Hazlett & Hill also provide ideas on how to create a more precise measure.  “…a 
more-accurate CPI would generate less expensive cost-of-living adjustments in Social 
Security payments and government pensions… the more-accurate CPI produces smaller 
adjustments in tax brackets, generating more government tax revenue” (p. 217). If it is 
the case that inflation is such a critical economic measure, and that inflation is dictated by 
the outcome of economic measures such as the consumer price index, which captures 
expenditures, then the variables that influence expenditures – such as aggregate 
sentiment, also has things that influence it; which may help in developing a calculable 
measure that can capture the current state of the economy and its stakeholders’ sentiment 
toward it more accurately than an index that encapsulates expenses and prices. At the end 
of the Hazlet & Hill classroom experiment, some students were not able to find a 
substitute for their preference of candy, others who disliked chocolate and were not 
impacted by the increase and decrease of the price of chocolate, but were also wary of the 
price of the candy that they did like; and lastly, students who were extremely flexible, 
and were willing to purchase whichever candy was the cheapest, in so far as the student 
was able to purchase a high quantity of that candy.  
With the price of Kisses going down while the price of Reese’s goes up, many 
students simply switch to Kisses without suffering much loss in welfare... true 
peanut-butter lovers cannot find a cheap substitute for their candy of choice [and] 
those who dislike chocolate can find no adequate substitute when Lifesavers go 
28 
 
 
 
up in price... we also had some students who exhibited complete flexibility in 
their preferences. These ‘I'm starving and I just need something to put in my 
stomach’ students would simply buy as much as possible of the cheapest type of 
candy. For them, the amount rather than the type of candy mattered. [Those] 
students could maintain a constant standard of living by buying whatever candies 
cost five cents. So for them, the candy price index displayed a significant 
substitution bias. Thus, the experiment shows that the relative price changes 
aggregated in the CPI affect consumers differently, depending on the flexibility of 
their preferences. (Hazlett & Hill, 2003, p. 218)  
If the consumer price index is the end-measure of the prices paid for goods and 
services in an economy, then those factors that influence the decision to spend or save is 
critical to the consumer price index, such as aggregate consumer sentiment, which is the 
epicenter of this dissertation. Furthermore, those specific externalities and characteristics 
that cause optimism and pessimism towards the state of the economy which result in 
saving or spending decisions are also practical and of relevance in studying the organic 
social system we call, the economy.  
 Another study that discusses biases in economic measures, specifically the 
Consumer Price Index, is illustrated in a 1964 article titled Some Uses and Limitations of 
the Consumer Price Index. German (1964) highlights biases of one of our most important 
economic indicators, the consumer price index, which at the time, was not strongly tied to 
consumer sentiment as it is today. Even in the 60s, researchers were identifying 
skewedness in the calculation and the method used. The article talks about how initially, 
the survey was very selective in which occupations were allowed to take the consumer 
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price index survey and which ones were omitted from the assessment. According to 
German, people included the survey were primarily:  
...craftsmen, such as carpenters and electricians; operatives, such as deliverymen, 
furnace men, and smelters; clerical and service workers, such as typists, waiters, 
and practical nurses; sales workers; and laborers. It excludes professional and 
technical persons such as engineers and teachers as well as managers, officials 
and proprietors, and farmers and farm laborers... Prior to January 1964, coverage 
in the Index was limited to families of two or more persons; it has now been 
extended to include single workers living alone” (German, 1964, pp. 138-139).  
German’s article demonstrates that even in the 1960’s, there was a need for a 
“bigger picture” explanation of what was going on in the economy, besides the consumer 
price index.  
Considering that there will be people who do not take the assessment for whatever 
reason, the CPI purposefully left out certain occupations and families in the 60s, and also 
excluded certain expensive medical expenses, such as appendectomies (German, 1964, p. 
150). During this time, consumer sentiment was not as strongly regarded as it is now, and 
we now have an understanding that if someone feels optimistic about the economy, as 
illustrated in the measures of consumer sentiment, that they will spend more money and 
save less. This holds true among all people, regardless of occupation. However, there still 
exists an opportunity to dig deeper and unravel the specifics of what influences aggregate 
pessimism and optimism of consumers in society.  
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 Critical economic measures, such as the consumer price index, continued to come 
under scrutiny due to their biases and the impact that those measures have on the 
economy overall.  
The Consumer Price Index (CPI) measures the cost of purchasing fixed basket of 
goods at a fixed sample of outlets over time, and can be thought of as a practical 
approximation to a "true" cost-of-living index, and a measure of general inflation 
for the economy. In more recent times, concerns over the possibility that the U.S. 
CPI overstates the rate of inflation have grown. (White, 1999, p. 301) 
White also explains that these economic indices are important because: 
The measurement of prices and price indexes… has a direct bearing on how we 
perceive many of the fundamental attributes of the economy, such as output 
growth, productivity, changes in the general cost-of-living, changes in real wage 
rates over time, and so on... The CPI is often used to index social security 
payments, and wage contracts often contain clauses that explicitly incorporate 
changes in the CPI... A major reason for avoiding mismeasurement is the fact that 
governments use the CPI to monitor price stability as a major economic objective. 
(White, 199, pp. 303-304) 
This is yet another source that implies that economic measures have to be 
revisited and reanalyzed constantly to ensure accuracy and to ensure that the trends of 
people in an economy are acknowledged.  
 How people feel towards the state of the economy can be greatly influenced by 
the media depicting unethical behaviors. Tsalikis & Seaton (2006) published an article 
titled Business Ethics Index: Measuring Consumer Sentiments Toward Business Ethical 
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Practices. The article discusses a study that sought to capture how people felt towards 
business ethics. “The present study describes the development of an ongoing and 
systematic index to measure consumers' sentiments towards business ethical practices. 
The Business Ethics Index [BEI] is based on the well-established measurements of 
consumer sentiments, namely the [Index of Consumer Sentiment]” (Tsalikis & Seaton, 
2006, p. 317). The results of the survey were seemingly positive. Data from the 503 
interviews conducted in the study resulted in a Business Ethics Index of 107. “This 
indicates an overall positive consumer sentiment towards the ethical behavior of 
business” (p. 317).  
The article also discusses how past experiences and negative connotations about 
unethical behaviors in the financial world has impacted consumer confidence. 
Knowledge of unethical behavior, primarily corporate scandals, are depicted in the 
media, and therefore, members of society become aware of such schemes:  
Carson (2003) claims that the behavior of Enron, Arthur Anderson, and 
WorldCom have contributed to both a loss of confidence in the integrity of 
American corporations and to the 2000-2002 decline in the US stock market... 
This barrage of negative publicity is assumed to have had deleterious 
consequences on consumer trust in American businesses. (Tsalikis & Seaton, 
2006, p. 317) 
It should also be noted that having a better understanding of how consumers feel 
about the economy, and whether or not they are optimistic or pessimistic, is far more 
practical than the aggregate index that it generates. Tsalikis & Seaton also explain the 
usefulness of understanding consumer sentiment in order to guide regulatory bodies or in 
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developing parameters for self-regulation. This may also pave the way to establish a 
relationship between ethical behavior and business activity and encourage ethics over 
corruption, which can in turn, enhance the image of those in business. The article 
explains that it is important for people to trust businesses, because lack of trust inhibits 
business transactions. The researchers explain how aggregate sentiment towards 
businesses, particularly in the mount of trust held, is critical “because this is an indication 
of the readiness and ease with which consumers can make purchasing decisions in the 
market place” (pp. 317-318).  
Tsalikis & Seaton also discuss the origins and purpose of the Index of Consumer 
Sentiment and its predictive power. They discuss the creation of the index in 1946, how 
its purpose was to assess consumer attitudes and also forecast future expectations. As in 
previous sources found in the literature, Tsalikis & Seaton reaffirm the reliability of the 
Index of Consumer Sentiment in predicting consumer spending and saving decisions, 
which ultimately dictate the strength of the economy. “The principle behind the index is 
that pessimistic consumers are not apt to make large purchases or significant debt 
commitments leading to a slowing down in the economy, while the opposite occurs when 
consumers feel optimistic (Katona, 1974)” (Tsalikis & Seaton, 2006, p. 318). This is 
important because as the literature highlights, economic pessimism causes people to save 
money, whereas economic optimism causes people to spend money. This article explains 
how George Katona, pioneer of the index defends the validity of the model, “consumers 
are not apt to make large purchases or significant debt commitments leading to a slowing 
down in the economy. In a similar vein, consumers who do not trust businesses might 
stay away from them” (p. 323).  
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The actual questions asked on the Index of Consumer Sentiment are relatively 
short, yet still manages to capture how people feel about the economy today, and how 
they feel about the direction of the economy in the future. The researchers explain how 
the Index of Consumer Sentiment is essentially composed of five questions, which 
measure how participants feel about their own financial situation, their sentiment towards 
the economy over the long term, and their sentiment towards the economy in the short 
term. “the [ICS] questions are divided into two components: (1) a present conditions 
component, and (2) a future expectations component” (p. 318). The accuracy of the Index 
of Consumer Sentiment has been recognized by many scholars and professionals in the 
fields of finance and economics and continues to show a strong relationship with actual 
spending habits.  
Graber (1982) argues that ‘consumer buying intentions have proven to be reliable 
indicators of future economic trends.’ Bram and Ludvigson (1998) found that 
measures of consumer sentiments such as the Conference Board’s Consumer 
Confidence Index (CBCCI) have ‘both economically and statistically significant 
explanatory power for several spending categories - including total personal 
consumption expenditures; motor vehicles; services; and durables’. (p. 318) 
Other researchers have also attested to the fact that there are flaws in the 
calculation of economic measures, and have relayed concern for how important they are 
for determining other functional areas of our economic and financial realms. “The 
Consumer Price Index (CPI) has come under intense scrutiny in recent years” (Moulton 
& Stewart, 1999, p. 141). A market that researchers have found that is impacted by these 
indices, for example, is the housing market. Randolph (1988) discusses this in an article 
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titled Housing Depreciation and Aging Bias in the Consumer Price Index, published in 
the Journal of Business and Economic Statistics. Randolph provides ways to correct the 
inconsistencies and biases in the results; “I estimate downward quality bias of the U.S. 
consumer price index (CPI) caused by rental-housing physical depreciation, and I 
develop methods to correct the CPI for such aging bias” (Randolph, 1988, p. 359).  
It is important to remember that when working with data in the social sciences 
and in economics, that the bottom line is that we are working with human subjects who 
have the ability to make decisions, are flexible, react to stimuli, and adapt to certain 
market conditions. When consumers are presented with an opportunity to save money, for 
example, they may change their loyalties to certain brands and stores in order to increase 
the purchasing power of their own dollar. An example of this adapting behavior is 
explained by Devine (1979): 
Comparative price information for major Ottawa supermarkets was collected over 
a twenty-eight-week period and published in daily newspapers during a five-week 
test period. In response to the information, the dispersion of prices across stores 
and chains narrowed, the average level of prices of the market dropped, and 
consumer satisfaction increased relative to the control market. Consumers 
transferred patronage to the lower priced stores. Consumers indicated a 
willingness to pay 34 [cents] per week on average for the price comparison 
information. Estimated consumer benefits far exceeded the cost of the program. 
(p. 228) 
It is important to capture how people feel in an economy to gain better insight as 
to their potential saving and spending behaviors. This dissertation is another attempt to 
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dig further into the collective mind of individuals and provide a way to identify which 
externalities, conditions and individual characteristics causes changes in aggregate 
perceptions towards the state of the economy. As Devine states, “Markets cannot be 
responsive to consumer preferences without some minimum level of consumer 
knowledge... Existing levels of information in many consumer markets are thought to be 
inadequate” (p. 236).  
 Nicholas Souleles (2004), professor of finance at University of Pennsylvania’s 
Wharton School of Business speaks directly at the usefulness of the Michigan Index of 
Consumer Sentiment and how it can be used as a helpful tool to gauge the direction of the 
economy. Souleles explains that demographic characteristics play a role in forecasting 
errors  (pp. 40-42). Souleles also asserts the idea that aggregate consumer sentiment is 
useful in predicting future consumption. Consistent with the conclusions of other 
researchers who have studied consumer sentiment, Souleles confirms consumer optimism 
to be correlated with less saving. Souleles questions if surveys of consumer sentiment 
have predictive value not evident in other variables, “it remains an open question whether 
other variables might already incorporate the information in aggregate sentiment” 
(Souleles, 2004, pp. 40-42).  
Souleles demonstrates that the questions used in the Index of Consumer 
Sentiment are useful in determining the household’s approach to purchasing investments. 
“Even controlling for past stock returns, households that are pessimistic about the future 
buy fewer risky securities” (p. 45). The predictive ability of the Index of Consumer 
Sentiment has been challenged, but Souleles holds high optimism about its usefulness, 
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“Even if expectations are not fully rational, they might still help forecast spending” (p. 
62).  
 Brigitte Desroches and Marc-André Gosselin from the Bank of Canada’s 
International Department also support the predictive power of the Index of Consumer 
Sentiment and how important it is in determining the state of the economy as well as 
predicting spending and saving behaviors, despite the criticism that it has received over 
time. Desroches & Gosselin have identified other researchers suggesting the usefulness of 
measures of consumer sentiment to be most relevant in times of financial dismal or 
political unrest. The justification provided is that these periods are related to 
inconsistencies in aggregate consumer sentiment, and only then should consumer 
sentiment be relied on. Desroches & Gosselin state that we should always pay close 
attention to how consumers feel about the economy, “especially in times of elevated 
economic or political uncertainty... information contained in the index encompasses the 
information included in standard government statistics on employment and financial 
conditions” (Desroches & Gosselin, 2004, p. 942). The article explains how many 
researchers who dedicate their efforts to studying the economy feel aggregate consumer 
sentiment occurs on its own. Indeed, there are other variables, possibly psychological, 
which may influence the actions of consumers in society. “...willingness to consume may 
be an important factor affecting consumption” (Desroches & Gosselin, 2004, p. 942). 
Willingness to purchase might not be explicated simply as the aggregate reaction of 
people being stimulated by economic variables. The role sentiment plays appears to be 
cyclical,  “a drop in sentiment can, by itself, cause a decline in consumption in a way not 
foreseen by economic variables (i.e., without a decrease in income)” (p. 943). Desroches 
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& Gosselin defend the University of Michigan’s Index of Consumer Sentiment and the 
impact that externalities, such as political uncertainty, has in influencing sentiment.  
Periods of high economic or political uncertainty are often associated with high 
volatility of consumer sentiment, suggesting that large swings in sentiment are 
particularly important for consumption... In line with the literature, we found that, 
taken on its own, the UM index contains modest information to forecast aggregate 
consumer spending in the United States. (pp. 944-951) 
 Detelina Ivanova and Professor Kajal Lahiri from the State University of New 
York at Albany also discuss the importance of studying consumer sentiment and when it 
best predicts expenditures. Ivanova & Lahiri (2001) used data from 1978 through 1996 in 
order to examine the usefulness of the Index of Consumer Sentiment in forecasting 
consumption. Their findings show that it is most beneficial to refer to the measure of 
consumer sentiment when there is prevailing political and economic uncertainty. They 
explain how research has aimed at answering the questions of whether consumer 
sentiment forecasts consumption and why. Ivanova & Lahiri show inconsistencies in 
researching findings regarding the reliability of the Index:  
Empirical studies have reached differing conclusions. Throop (1992), Fuhrer 
(1993), Carroll, et.al. (1994), and Eppright, et.al (1998) find small but significant 
effect of sentiment on consumption growth, even when other variables such as 
income growth are accounted for. Bram and Ludvigson (1998) also find that both 
measures of U.S. consumer sentiment – the University of Michigan's Index of 
Consumer Sentiment (ICS) and the Conference Board's Index of Consumer 
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Confidence - have significant predictive power for several categories of consumer 
spending even after controlling for economic fundamentals (pp. 153-154).  
Ivanova & Lahiri also support the idea that the Index of Consumer Sentiment is 
more accurate in predicting consumption when there is volatility in the political and 
economic arena. Additionally, consumer sentiment forecasts better when there are 
uncertainties regarding expectations of income, which result in changes in discretionary 
spending (p. 167).  
  Eva Mueller, former director of the Survey Research Center at the University of 
Michigan was a strong advocate for the index of consumer sentiment and attitudes, and 
also hints that beyond consumer sentiment predicting expenditures, consumer sentiment 
itself is influenced by other variables. One of those variables, as Mueller hypothesized, is 
that simply being aware of unemployment, in lieu of actually experiencing 
unemployment, can cause someone to be pessimistic about the state of the economy.  
According to the Survey Research Center, between 1958 and 1963, being aware of 
unemployment was a variable weighing down consumer optimism (Mueller, 1966, p. 19). 
In this article, Mueller confirms the predictive power consumer confidence has on 
consumer expenses. She also explains how one predominant concern revolves around the 
topic of analyzing attitude formation and understanding how sentiment and attitudes 
towards the state of the economy originate, as well as which factors cause changes in 
sentiment (p. 19). Despite these concerns, the index has been effective in predicting 
purchases of discretionary products. These products include things such as automobiles, 
household appliances and general improvements made on the home (p. 20). The success 
of the index is evident in its ability to predict consumer expenditures. In the late 1950s 
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and early 1960s, Mueller explains that one of the concerns people had regarding 
unemployment were mostly attributed to societal concerns over automation taking over 
human jobs (p. 22). Understanding how people feel about the future state of the economy 
is important to analyze because aggregate sentiment has the capacity to, as Mueller puts 
it, “retard income and employment growth” (p. 22). Interestingly, Mueller highlights the 
notion of why Americans perceive unemployment to be a threat. To most Americans, 
being unemployed means not being able to enjoy life or purchase things that confer 
status. Not as a result of fear of enduring poverty or hunger (p. 22). For the American, 
being unemployed means that a vacation is unlikely, owning a new car as opposed to 
keeping the old car is out of reach, or that it is improbable to save for a down payment on 
a house. For those Americans who have credit card or other debt that they must pay 
monthly, being unemployed is associated with not being able to meet those payments (p. 
25). Mueller explains how people become aware of unemployment, which causes this 
prevailing fear among people in society, “it appears that for at least a third of American 
families awareness of unemployment stems from personal experience or direct contact 
with people who have been unemployed” (pp. 20-26).  
Further evidence of the strength of consumer sentiment is apparent when Mueller 
explains how uncertainties regarding economic outlook may arise, between both people 
who are currently employed and currently unemployed. This uncertainty can lead 
consumers to “spend more cautiously and delay some postponable purchases” (p. 25). In 
our modern time, these postponable purchases may include the newest car, any types of 
modern computing devices, tablets, or any other marketed product or service that does 
not particularly satisfy one’s basic physiological needs. Moreover, consumer sentiment 
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towards the economy is critical to the economy because it can subsequently result in a 
decrease in employment rates.  
The dampening of consumer optimism as a result of our high level of 
unemployment imposes some caution and restraint on consumer spending, which, 
in turn, reduces the demand for labor... To overcome this impasse, we will need 
policies explicitly directed toward the reduction of unemployment, which is not 
the same as the War on Poverty. (p. 32) 
 Mueller goes more in depth into explaining the specifics of how consumer 
behaviors can be interpreted. “Consumer behavior can be more precisely understood by a 
step-by-step evaluation of (1) inflationary stimulus, (2) consumer awareness of price 
trends, (3) consumer attitude toward inflation, and (4) consumer action” (Mueller, 1966, 
p. 33).  She also indirectly touches on the hype the media generates, leading to the 
assertion that the media has a significant amount of influence over how people feel 
towards the state of the economy. As such, this phenomenon needs to be further studied 
to identify the variables that directly have an influence over aggregate consumer 
sentiment. Mueller recognizes that most consumers do not have a great deal of 
knowledge regarding economic terminologies, yet they are stimulated by the media via 
news articles regarding current and future expected price movements, inflation, etc. (p. 
33). Consumers do not understand these economic forces that cause inflation, and cannot 
question the validity of the claims they hear. Nonetheless, the consumer learns from these 
media stimuli, and their sentiment is changed as a result as time progresses and they keep 
up with what is going on in the world around them (p. 34).  
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 In another article, Eva Mueller discusses how demographic factors have had an 
impact on the development of the economy of Taiwan. Mueller (1977) traces Taiwan’s 
economic development over the span of 20 years and reveals that one of the factors in the 
literature attributed to the significant economic growth of Taiwan is their rate of 
technological advances (p. 15). Moreover, part of Taiwan’s success was attributed to how 
it allowed the market to dictate the price of labor in lieu of regulating and forcing the 
market to induce a certain outcome. “Many developing countries, for political reasons, 
pursue policies that distort the price mechanism and lead to severe underutilization of the 
growing labor supply” (Mueller, 1977, pp. 15-18). As illustrated here, Mueller reveals 
how some countries have political implications that inhibit the growth of that country’s 
economy, and as the literature illustrates, political instability is one of those variables that 
has an influence on consumer sentiment.  
 In an earlier article published in The American Economic Review titled Effects of 
Consumer Attitudes on Purchases, Eva Mueller discusses the relationship between 
consumer sentiment and actual purchases, how the surveys were distributed and 
collected, and she also recognizes that more work is needed to better understand the 
variables that influence aggregate consumer sentiment; which is one of the main 
objectives of this dissertation. Mueller realizes that contrary to the Permanent Income 
Hypothesis, which states that an increase in income leads to an increase in expenditures, 
that there are things beyond income that cause people to make spending and saving 
decisions. Mueller discusses how economists and other analysts of the like have 
perceived the consumer to be temperamental and unpredictable in their spending 
behavior. The Survey Research Center, through its extensive research has recognized that 
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consumer spending is not always influenced by consumer income. The perspective of the 
Survey Research Center revolves around the idea that “measurements of consumer 
attitudes-of people's optimism and confidence - can help to explain and predict variations 
in consumer spending which cannot be explained by income change” (Mueller, 1957, p. 
946).  
Mueller also makes an interesting point with regards to surveys and indexes in 
general, and sentiment in particular. How is it that one can measure incremental 
sentiment over time, if that same individual or groups of individuals are only surveyed 
once? This is one of the problems prevalent in how economics is studied nowadays and a 
point that Mueller makes when she states, “Tests at the individual level require 
interviewing the same people at least twice in succession” (Mueller, 1957, p. 947). These 
tests explain that if a group of participants felt optimistic at a certain period of time, these 
optimistic participants were more likely to spend money as opposed to participants who 
felt pessimistic at that same period of time. Mueller conducted what was perceived to be 
an intensive re-interview of participants, to better understand how their consumer 
sentiment changed from one period to the next, as well as whether or not this change in 
sentiment impacted spending. These participants were first interviewed in June 1954 and 
the sample size represented 1,150 families in urban cities across the country. This same 
sample population was interviewed again in December 1954, June 1955, and December 
1955. Some participants were lost in the re-interview process, naturally. Yet a strong 
sample of 800 families completed the four interviews in its entirety. Mueller describes the 
usefulness of tracking consumer sentiment among the same group of people interviewed 
for the end result being more accurate data which allows immaculate tracking of 
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fluctuations in consumer sentiment, spending habits and changes in any other variables. 
Mueller’s study reveals that when analyzing the population at the individual level, 
variables such as the participant’s age, family status, whether or not the participant owns 
a home, where the participant lives, certain personality traits, income level and income 
change, are some of the variables that essentially dictate the individual's decision to 
spend (p. 947). 
Mueller was cautious and advises that more work has to be done to identify these 
externalities and variables that cause fluctuations in spending behaviors. In certain 
circumstances, some variables explained variations in aggregate spending while others 
did not. Mueller encourages future researchers to continue to learn about the conditions 
that help explain changes in aggregate consumer spending. Her study implies that 
changes in aggregate consumer sentiment are most useful when there is disparity between 
income changes and changes in attitudes. Mueller explains how this took place between 
the second halves of 1951 and 1954. The variations observed may have been as a result 
of aggregate reactions towards news about the economy, reactions towards changing 
prices, changes in tax policies, employment opportunities, fluctuating sales trends, or 
news of impending recessions. Aside from items pertinent to the economy, “it may be 
due to political developments such as the outcome of an election or international 
disturbance” (Mueller, 1957, pp. 964-965).  
 Acceleration of inflation and increases in the need to supply has been perceived as 
something that is a result of collective consumer attitudes. Mueller briefly touches on the 
notion of inducing consumer sentiment by making decisions, which lead to inflationary 
pressures. This was based on Mueller's observation of data from the late 1920s through 
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the late 1950s. One of the issues highlighted in this theme is how economists were 
closely analyzing how inflationary pressures, induced by small price advances, causes 
consumers in aggregate to react to these prices. “Consumers are by far the largest source 
of demand for the goods and services produced by the economic system” (Mueller, 1959, 
p. 246-247).  
This study also highlights how consumer sentiment has an impact on investments 
and reiterates that more research is needed to unravel the factors that influence sentiment 
in consumers. The domino effect is evident when changes in consumer spending take 
place. Mueller discusses how aggregate consumer spending has the ability to impact 
investment rates, for example. Puzzlingly, it has been noted that consumers with 
disparate expectations did not result in variations in aggregate spending, while in other 
instances, disparate expectations have resulted in a decrease in spending. Some time 
periods where aggregate consumer spending decreased were in the spring of 1951 to 
1952, and in 1957. This further supports Mueller's encouragement for researchers in the 
future to continue to test the index of consumer sentiment. Not only to formulate an 
accurate model, but also to provide a tool for possible policymaking, for example 
(Mueller, 1959, pp. 247-262).  
 Although consumer sentiment, at first glance, does not appear to be as concrete as 
analyzing spending after it already occurs, sentiment is the foundation of where the 
decision to spend and save begins. Mueller explains how analyzing aggregate consumer 
spending circumnavigates around two fundamental problems. The first being learning 
about which factors influence people to save, the latter understanding what role interest 
rates play in aggregate saving patterns. Consistent with the central purposes of this 
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dissertation,  “attitudes and motivations must be measured if we want to understand how 
and why fluctuations in the volume of saving and spending occur” (Mueller, 1957, p. 33). 
When it comes to consumers actually making the decision to save money, Mueller 
explains that they can save for both positive and negative reasons. The negative type of 
saving results when people save in order to hedge against emergencies, illnesses, 
foreseeable unemployment, or any other factor beyond the person’s control. In Mueller’s 
study, 40% to 45% of the people interviewed discussed these impending detriments. The 
positive motives for people saving are particularly goal driven. These people save for 
retirement, to provide a college education to their children, and to purchase a new home, 
for those participants who were in the middle income and middle age groups. Mueller 
explains how some have explained that saving in general may be likely to decline as a 
result of people relying on collective security arrangements. These may come in the form 
of pensions, health and life insurance, and Social Security payments. People may be more 
cautious with their spending overall when there are threats of unemployment, jobs are 
scarce, or in the case of farms and businesses, when profits are declining. “And this is 
exactly what our data indicate - that people's willingness to spend freely varies with their 
feelings of optimism and security” (pp. 33-35). This is further evidence that the study of 
how people feel towards the state of the economy warrants attention and must be further 
developed. Mueller concludes by hypothesizing that aggregate consumer expenditures 
will increase when consumers are optimistic about the state of the economy. The opposite 
holds true when people are less confident about economic outlook. Moreover, saving 
increases when there is prevalent economic pessimism due to the fact that preventing 
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foreseeable losses takes precedence. In these circumstances, people may contribute more 
to their savings, and be less likely to incur additional debt (pp. 35-36).  
 During an interview, Dr. George Katona talks about how people react to news 
about inflation, as revealed through surveys conducted between 1949 and 1959. In an 
effort to better understand how consumers feel towards inflation as well as to understand 
how people react to inflationary news, the Survey Research Center at the University of 
Michigan conducted periodic national surveys, which are representative of the entire 
population. Katona explains that although consumer sentiment is an important facet of 
inflation overall, it does not end there. For instance, when the Treasury experiences 
difficulty in refinancing federal debt, large investors also react to this news (Katona & 
Mueller, 1959, p. 36). Katona and Mueller explain that across all levels of the socio-
economic spectrum, people become aware of the state of the economy and as such, this 
causes fluctuations in their spending and saving behaviors. These differences in spending 
and saving behaviors were even apparent in low-income participants and people with less 
years of education when compared to the rest of the sample. Even they depicted 
awareness of price trends over a period of 10 years. The researchers understood that 
asking participants questions and recording those responses to encapsulate aggregate 
sentiment were not a perfect method. If they discovered one participant to be highly 
optimistic, it did not mean that this participant would undeniably spend a large amount of 
his or her own income on discretionary items. This participant may be price savvy, or 
have a significant amount of leverage as a result of not having a lot of debt. Even a 
participant who may be pessimistic might have to purchase a new car to replace an older, 
broken one. When studying the population and consumer behavior in aggregate however, 
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these small measurement errors seem to cancel out. Katona and Mueller can firmly assert 
that if it is discovered that in general, Americans are more optimistic in comparison to 
three months prior, “the rate of discretionary spending will increase for the country as a 
whole” (pp. 39-40). This is further evidence that optimism causes a person to be more 
receptive to participate in spending activities versus someone who is not confident that 
the economy is headed in a good direction. This will make that individual less likely to 
spend money and save more, in an effort to offset what they foresee as financial “bad 
times”.  
 The Index of Consumer Sentiment is not the only tool that has been used to 
quantify consumer sentiment. The Index of Consumer Expectations, also produced by the 
Survey Research Center at the University of Michigan, has also been used to evaluate 
aggregate consumer sentiment. Andy Kwan from the Department of Economics at The 
Chinese University of Hong Kong and John Cotsomitis from the Department of 
Economics at Concordia University in Montreal talk about their evaluation of the Index 
of Consumer Expectations. It was discovered that in analyzing the post-World War II 
period, the Index of Consumer Sentiment was found to be less informative than the Index 
of Consumer Expectations (Kwan & Cotsomitis, 2004, p. 136). Nonetheless, they 
reaffirm the value of studying consumer sentiment, given that it has the ability to reflect 
future consumption. Kwan & Cotsomitis state that the predictive ability of indexes that 
quantify consumer sentiment in order to forecast spending rejects Hall’s random walk 
hypothesis, which implies that forecasting stock prices or consumer spending is 
impossible and that these fluctuations occur at random. The data derived from the Index 
of Consumer Sentiment are used by business leaders, economic analysts and even by 
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government policymakers. The interest that these societal stakeholders have in 
understanding consumer sentiment further grounds the idea that aggregate sentiment has 
a direct impact in the direction of the economy. In support of this thesis, consumer 
spending amounts to two thirds of the country’s GDP. “Souleles (2001), using the micro 
data of the Michigan Survey, reports that consumer sentiment is useful in forecasting 
future consumption, even when controlling for a number of macroeconomic variables” 
(pp. 136-137).  
One of the main differences in the Index of Consumer Expectation in comparison 
to the Index of Consumer Sentiment is that the questions asked in the Index of Consumer 
Expectations focuses more on economic outlook, and less on one’s current economic 
situation. In fact, the University of Michigan's Index of Consumer Expectations is 
composed of only three questions, which gauge participant’s feelings towards the future 
state of the economy. The Index of Consumer Sentiment utilizes these same three 
questions, but also includes two other questions, which average the relative score of 
participant’s perceptions towards current economic conditions. Since the Index of 
Consumer Expectations has been proven to be accurate in predicting the direction of the 
economy, it is included in the U.S. Department of Commerce’s Leading Indicator 
Composite Index (Kwan & Cotsomitis, 2004, pp. 137-138). Nonetheless, whether using 
the Index of Consumer Sentiment or the Index of Consumer Expectations (or both), the 
literature continues to suggest that economic decision makers should pay close attention 
to how consumers are feeling about the state of the economy. Kwan & Cotsomitis’ 
findings reaffirm the idea that aggregate sentiment towards the state of the economy are 
illustrated in perceptions towards trends in the economy. “Forecasters and government 
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policy makers would do well to pay attention to them, especially during periods of 
economic fluctuation” (p. 143).  
 Pickering, Harrison & Cohen, from the University of Sussex in the United 
Kingdom provide a critique of the surveys of consumer sentiment issued by the 
University of Michigan’s Survey Research Center and suggest that more questions 
regarding psychological data need to be included in the surveys. Interestingly, they 
recognize arguments that behavior may only be interpreted through employment of 
approaches, which illustrate complex, psychological, decision-making processes of 
individuals. Reverting to Katona’s approach, the researchers suggest that individual 
psychological data also be collected in consumer sentiment surveys “in order to be able to 
add some measure of changes in consumer confidence to the equations normally used for 
forecasting durable expenditure” (Pickering, Harrison & Cohen, 1973, p. 43). Their 
article, titled Identification and Measurement of Consumer Confidence, published in the 
Journal of Royal Statistical Society talks about the five areas that the University of 
Michigan’ Survey Research Center obtains information on in order to determine the 
aggregate sentiment of consumers: how the participant feels about their current financial 
situation in comparison to a year prior, how the participant feels their financial situation 
will change a year into the future, what the participant thinks general business conditions 
will be like over the next year, what the participant thinks general business conditions 
will be like over the next 5 years, and finally, whether or not the participant feels that it is 
a good time to make “discretionary” purchases.  
Pickering et al., explain the rationale behind why the Survey Research Center 
developed this method. They write, “behaviour is a response to the individual elements in 
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the field and the way in which these elements seem to be related to each other (Lewin, 
1935 and 1936, p. 216)” (Pickering, Harrison & Cohen, 1973, p. 44). When Katona 
developed his hypothesis, he believed that income, in addition to other variables 
influencing consumer spending, need not be viewed as isolated variables but rather as a 
broader understanding of people’s placement on the socioeconomic strata, which lead to 
the formation of these unique perspectives and sentiments (p. 44). Yet the conclusion still 
coincides with others found in the literature, in that there is validity in studying consumer 
sentiment and that more work is needed to further develop and understand the study of 
aggregate consumer sentiment. “While these results are, we believe, interesting and 
indeed potentially important, much further work remains to be done to validate the 
procedure” (p. 59). 
 Jeff Dominitz, Assistant Professor of Economics and Public Policy at Carnegie 
Mellon University’s H. John Heinz III School of Public Policy and Management and 
Charles F. Manski, Board of Trustees Professor of Economics and Faculty Fellow at 
Northwestern University’s Institute for Policy Research, understood that the measures of 
consumer sentiment were still at a developmental stage and should be further developed 
with more specific questions relative to the individual, to better understand consumer 
sentiment and how it influences spending and saving behaviors. “Ahead is the 
challenging problem of seeing whether closer correlations with purchases can be 
established by improving the index by adding new series, revising the weighting of 
components, and refining the attitudinal measures themselves (Mueller, 1957, p. 965)” 
(Dominitz & Manski, 2004, p. 64). Dominitz & Manski argue that most people who take 
consumer sentiment surveys may not be well endowed with knowledge on how the 
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economy works and that that in itself may have the ability to alter the results of the 
survey. They provide a few recommendations for those who study and measure consumer 
sentiment, including conduction of an in-depth analysis of participants across socio-
economic statuses, among differing demographics, etc. This is precisely one of the 
objectives of this dissertation, to discover those specific externalities, conditions, and 
individual characteristics that influence changes in aggregate consumer sentiment.  
In reality, most respondents aren't experts in forecasting the economy, opposite to 
what is illustrated in the Survey of Professional Forecasters. Dominitz & Manski suggest 
asking questions that probe participant’s expectations directly and omitting questions 
regarding business conditions. The researchers feel consumers in general have a good 
understanding of macro economic events, which directly influence their day-to-day lives. 
Furthermore, they recommend producers of consumer sentiment indexes report findings 
for separate questions and also divide the population into subgroups. Dominitz & Manski 
do not necessarily suggest discontinuing current index methods, but rather support the 
idea that responses to separate questions are more easily interpretable in comparison to in 
index, which is comprised of disparate and non-commensurate elements. “Moreover, it is 
important to understand how consumer confidence varies across persons with different 
socioeconomic and demographic characteristics” (Dominitz & Manski, 2004, pp. 64-65).  
 Ludvigson (2004) also attests to the notion of the importance of consumer 
confidence. She also illustrates that economic growth is perceived to stem from consumer 
confidence. Ludvigson refers to the work of Keynes, and how subsequent economists 
have wondered about how consumer and investor sentiment could influence the economy 
overall. This was something that “Keynes (1936, Chapter 12) [referred] to as ‘animal 
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spirits’” (Ludvigson, 2004, p. 29). In modern times, the results of monthly consumer 
sentiment surveys not only provides content for journalists but is also revered as an 
important part of economic analysis. According to Ludvigson, even Alan Greenspan 
(2002), former Chairman of the Federal Reserve, sites consumer sentiment as a predictor 
of short-term economic growth (p. 29).  
Ludvigson, just as Dominitz & Manski did, stated that although the measurements 
of consumer confidence are important, respectable, and accurate, they suggest more 
research be done to dig deeper into the minds and individual attributes of the consumers 
surveyed to gain a better understanding of what causes consumers to feel a certain way 
about the state of the economy. The literature continues to repeat the idea of consumer 
sentiment forecasting future aggregate consumer expenses. Not enough research has been 
done to understand which variables causes fluctuations in aggregate consumer sentiment. 
Ludvigson explains how Fuhrer (1993), discovered that 70% of the variances in the Index 
of Consumer Sentiment can be explained by disparity in aggregate income, 
unemployment rates, inflation rates, and interest rates. However, as explained by 
Ludvigson, Fuhrer also discovers that some movements in aggregate consumer sentiment 
cannot be explained with broad indexes. “More work, both theoretical and empirical, is 
needed to understand the simultaneous relation between household attitudes and 
household spending” (pp. 29-49).  
 One area mentioned that may influence people’s sentiment towards the state of 
the economy is the political situation of that respective country. De Boef & Kellstedt 
(2004), argue that the political arena is necessary for understanding how people feel 
towards the state of the economy beyond the sphere of economics. Some of these themes, 
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which can be analyzed by the public, include how the President manages the economy, 
the President’s political party, miscellaneous political events, events specific to monetary 
policy, in addition to how the media depicts the economy. Overall, when economic news 
is positive, people provide positive evaluations which leads to an increase in aggregate 
optimism (De Boef & Kellstedt, 2004, p. 633). De Boef & Kellstedt explain how people 
predict what the economy may look like in the future, contingent on the current economic 
times. Likewise, when current financial and economic situations seem bleak, people may 
foresee the economy heading into a slump.  
It has been discovered by previous researchers that when inflation or 
unemployment rates are high, public evaluations of the state of the economy become 
pessimistic. People feel more optimistic towards economic outlook when present 
conditions are favorable (p. 635). As though positively correlated, when interest rates 
increase, concerns regarding the current state of the economy and concerns about the 
future increase together. De Boef & Kellstedt’s conclusions are consistent with other 
sources found in the literature, “economic conditions form the basis for economic 
evaluations... These components are correlated quite strongly, such that the over-time 
dynamics of retrospections and expectations are virtually indistinguishable” (p. 635). To 
further illustrate how politics has a big influence on consumer sentiment, De Boef & 
Kellstedt provide a few examples of political events, which caused changes in aggregate 
consumer sentiment. For example, conditions were perceived to be gloomy in the 
beginning of Ronald Reagan's presidency. In the mid-1990s, when Saddam Hussein 
invaded Kuwait, aggregate consumer sentiment decreased. After the success of the Gulf 
War, there was a noticeable increase in consumer confidence overall. When Clinton was 
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sworn in as president, De Boef & Kellstedt affirm that economic reality influenced 
aggregate sentiment. They explain how in the earlier parts of the Reagan and Bush 
presidencies, recessions were correlated with consumer pessimism, while dates from the 
1980s and mid 1990s show extended periods of high consumer optimism. “We argue that 
both what politicians do and what they say may affect economic sentiment” (pp. 635-636; 
641). Since the general public does not have direct access to the political world, the 
public, for the most part, relies on the media for information, which is, as De Boef & 
Kellstedt put it, the mediators of information. This brings in an excellent thought, since 
the media has the ability to omit certain topics, which aren’t essentially popular among 
viewers, they too can be one of those externalities that directly influence consumer 
behavior. The media, particularly news programs, disseminate information to large 
audiences targeted to the American in general. The public perceives these new sources as 
reliable and trusts that their narrative of the American political economy is true. If this is 
the case, the media can influence how people feel towards the state of the economy (p. 
640). The media also summarizes and presents topics discussed in Federal Reserve Board 
meetings, generalizations of the stock market's performance, inflation rates, 
unemployment figures, “and a host of other economic statistics that paint a picture of 
economic reality for the electorate” (p. 640). The two professors of political science 
conclude by inserting the idea that the media has direct influence over viewers and 
essentially, how they feel towards the state of the economy. “Controlling for economic 
conditions, news coverage of the economy affects how citizens view the president's 
ability to manage the economy, which in turn has both a long-run and short-run effect on 
consumer sentiment” (p. 647).  
55 
 
 
 
Paul Tetlock (2007) from the McCombs School of Business at the University of 
Texas at Austin also points the finger to the media for causing and possibly even 
initiating hype among individuals, which causes them to have inflated pessimistic views 
towards the state of the economy and on the stock market as well. He discovered that 
media which portrays excess negativism predicts a decline on market prices, which is 
succeeded by a decrease in sentiment. Moreover, high or low aggregate consumer 
sentiment can forecast high trading volumes. Most importantly, first, Tetlock finds that 
ultimately, when media pessimism is high, this predicts subsequent declines on market 
prices. Secondly, media pessimism can forecast high trading volumes. Thirdly, low 
returns, as illustrated by the market, results in the media depicting the economy 
pessimistically. He suggests media content be analyzed to determine how investors feel 
about the market. Tetlock recognizes that more work can be done to explain aggregate 
behavior; “economists have devoted substantial attention to trying to understand the 
determinants of wild movements in stock market prices that are seemingly unjustified by 
fundamentals (see Keynes (1936))” (Tetlock, 2007, pp. 1140-1141).  
 More evidence of consumer sentiment’s importance is illustrated in a 2007 article 
written by Malcolm Baker, Harvard Professor of Finance and Jeffrey Wurgler, Professor 
of Finance at New York University. The professors suggest that perhaps, even investor 
sentiment may be worth researching; considering that how investors feel towards the 
stock market has an impact on stock prices. Baker & Wurgler (2007) explain how in the 
1990s, investor sentiment pushed the prices of technology stocks to an unrealistic high. 
They recognize that undoubtedly, investor sentiment does have an impact on stock prices. 
The challenge then arises in how to measure how investors feel towards the stock market 
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and quantify the impacts. “Much remains to be done in terms of spelling out this 
framework, but the potential payoffs of an improved understanding of investor sentiment 
are substantial” (Baker & Wurgler, 2007, pp. 129-130; 149). This further confirms the 
notion that how people feel in aggregate towards something, can predict the outcome of 
the aggregate action initiated by that sentiment. 
 Others have attempted to take on the challenge of discovering why consumers feel 
a certain way towards the state of the economy and identify which factors impact that 
sentiment directly. Now that researchers have accumulated decades of observations on 
aggregate consumer sentiment, more intricate explanations of what triggers aggregate 
pessimism can be constructed. Some of these explanations, researchers claim, may 
include fluctuations in the employment rate, changes in indexes such as the S&P 500, and 
GDP. Lovell & Tien (2000), claim inflation rates were not a significant driver, contrary 
to what other researchers have found. They claim that it doesn't matter if Bill Clinton or 
Ronald Reagan is president; because it does not influence how people evaluate economic 
conditions (Lovell & Tien, 2000, p. 7). What Michael Lovell, from Wesleyan 
University’s Department of Economics and Pao-Lin Tien, from the Board of Governors 
of the Federal Reserve System explain, is that there are indeed other externalities that 
influence sentiment, or as they call it, ‘economic discomfort’. However, contrary to 
others mentioned in the literature, Lovell & Tien do not believe inflation and politics 
have much of an influential factor.  
 Some critics of the measures of consumer sentiment suggest not relying too 
heavily on the statistics of each variable when attempting to identify what causes 
optimism and pessimism among consumers.  
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Knowledge of consumer attitudes and expectations is an indispensable marketing 
tool and may be useful for predicting changes in consumer spending and saving 
patterns. However, most empirical research on the value of consumer confidence 
(sentiment) indexes for forecasting future buyer behavior has focused on the 
statistical correlation between these indexes and several measures of consumer 
spending and business activity. (Chakrabarty, Chopin & Darrat, 1998, p. 349) 
Regardless, Chakrabarty et al., recognize there may be some other factors, which 
cannot be accurately captured in statistics, which impact consumer sentiment, and leads 
to saving and purchasing decisions. Fundamentally, predicting aggregate spending is a 
difficult task. The reason for this is that although fluctuations in aggregate consumer 
expenditures are the function of a variety of constraints such as financial leverage, 
liquidity and interest rates, there may also be a less well-understood variable influencing 
these decisions as well, such as how people come to generate feelings about their future 
wealth; “it is widely held that discretionary spending will be high when consumers are 
optimistic about their future wealth and fall when consumer confidence falters (Kinsey 
and Collins 1994)” (p. 349). 
The literature also illustrates an evident divide as to which measure is the most 
accurate in capturing consumer sentiment and ultimately, predicting expenditures. 
Although, as Mueller and Katona (the pioneers of consumer sentiment) inferred, the 
measure was not meant to predict spending behaviors, but rather to better understand how 
people felt about the state of the economy and how they felt their current and surrounding 
financial situations would perceivably be into the future. The fact that sentiment has 
proven to be almost directly correlated with spending and saving habits was more 
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coincidental, and something cooperating fields encouraged others to discover. 
Nonetheless, the importance of studying consumer sentiment is evident in this research-
fracas. Those who disagree on the usefulness of the indexes, such as, “Hymans (1970) 
and Burch and Gordon (1984) argue that the ICS is a poor predictor of consumer 
spending, a conclusion also reached by Lovell (1975) for the ICC” (p. 350). Contrarily, 
researchers who confirm the important of consumer sentiment indexes, including “Juster 
and Wachtel (1972), Kelly (1990), Throop (1991), and Carrol, Fuhrer and Wilcox (1994) 
reject this inference and all contend that such indexes have significant predictive power 
for consumer spending” (p. 350).  
The study of consumer sentiment has caught on with the world of academia 
profoundly. Even those who are in the field of marketing are curious to know how 
consumers feel towards marketing. John F. Gaski and Michael J. Etzel from the 
University of Notre Dame put together a proposal to encourage others to research how 
consumers feel about marketing, which was published in the Journal of Marketing. The 
approach proposed, according to the researchers would “be a validated, longitudinal, 
aggregate measure of national consumer sentiment toward marketing practice, to be 
reported at regular intervals to the marketing and consumer research communities” 
(Gaski & Etzel, 1986, p. 71). This simply furthers the argument that studying how the 
masses, in aggregate, feel about the state of the economy is worthy of recognition and 
imperative to the economy overall, especially since decades of research have discovered 
a relationship between consumer sentiment and the decisions consumers make to buy or 
save, which derives from their pessimism and optimism towards the state of the 
economy.  
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One of the prevalent themes in consumer sentiment has to do with the topic of 
creating artificial hype among people within society. The mainstream media usually 
drives this phenomenon, but is also something not estranged in the world of investments. 
An article published in The Journal of Economic History discusses how stock market 
crashes are actually a bubble, which initiates when there is a surge of optimism among 
stakeholders in the market, “bubbles are likely to arise in markets in which the 
fundamentals-usually measured as expected future dividends-become difficult to assess” 
(Rappoport & White, 1993, p. 55). The article explains how one characteristic of the 
stock market boom of 1929 was the emergence of firms that brought forth new 
technologies. Some of these companies included General Motors, RCA, utility 
companies, and companies which introduced new manufacturing methods. The literature 
discusses the topic of ‘noise trading’; investors with a higher than usual level of optimism 
can “drive prices away from fundamentals in spite of the activities of [the] arbitrageur” 
(552).  
Perhaps, it may be the case that the increased amount of confidence that investors 
had in the stock market led them to take the risk of borrowing money to invest, in hopes 
that their investments would repay their loans, while also generating a cash flow from 
those investments. “A key feature of the stock market boom of the 1920s was the use of 
credit to purchase stock. Investors received margin loans from their brokers to buy 
securities” (p. 553). We have had similar instances in recent years with people borrowing 
to take advantage of a supposed ‘booming’ real estate market before the housing market 
collapsed in 2008. This is one of the reasons why it is so critical to study aggregate 
consumer sentiment. Essentially, the economy is a platform where there are actors in 
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conflicting positions with one another, and parties who are interconnected, regardless of 
where one falls on the socio-economic strata and what one does for a living. It may be the 
case that having enough information on aggregate consumer sentiment can bring 
policymakers to the table, just as it did after the stock market crashed in the 1920s. “The 
episode that we examined was the only period since World War I that the brokers' loan 
market was free from regulation and thus contained this unusual information” (p. 553).  
Alexander Ljungqvist, from New York University’s Stern School of Business & 
Centre for Economic Policy Research in London and William J. Wilhelm, Jr., from 
Oxford University’s Saïd School of Business & University of Virginia’s McIntyre School 
of Commerce also connect the notion of excess optimism among the masses that caused 
the dot-com bubble to burst in the 1990s. “Investment banks and their analysts might 
have exploited their investor relationships to fan the flames of excessive optimism in 
spite of the threat to their reputations” (Ljungqvist & Wilhelm, 2003, p. 751). This social 
memory coincides with modern SEC investigations on the investment banking industry 
and also raises many questions for researchers about excess optimism and its ability to 
create financial bubbles. This further demonstrates the importance of measuring 
optimism and pessimism. Regardless of which angle one looks at it, sentiment in itself 
has a “cause and effect” reaction, with the effect being spending and saving predictions, 
as the literature defends.  
Massive fluctuations in aggregate consumer sentiment that cause financial and 
economic dismal are not something new to the world. Even as early as the 1600s, as we 
have learned through history, it has happened before. For example, one of the earliest 
bubbles that we know of to date, as a result of spiked consumer optimism is commonly 
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referred to as Tulipmania. Mark Hirschey, Stockton Research Fellow and Professor of 
Business at the University of Kansas School of Business explains how when the tulip was 
first brought to Europe, it became England and Holland's most fashionable flower. 
Extraordinarily high demand for the tulip in Holland between the years of 1634 and 1637 
are what is now referred to as tulipmania. During that time in Holland, tulips sold for 
extremely high prices. “Although many of today's investors are vaguely familiar with this 
tulipmania, most do not realize just how high tulip prices reached in this period or how 
destructive the mania became” (Hirschey, 1998, p. 11).  
Hirschey further suggests that there exists externalities and additional 
characteristics which influence perceptions towards the economy and also supports the 
idea of parties in an economy of being interconnected, particularly how consumers play a 
role in the prices of goods and services, but on the other hand, how the market also 
influences their sentiment. He explains how researchers have implied that specific 
psychological phenomena explain irregular market pricing. Hershey establishes a 
remarkable claim in that the perceptions of people in aggregate, influence the economy 
that they are a part of, but the same holds true the other way around; the economy also 
influences the perceptions of people. “They cannot obtain perfect knowledge of the 
market because their thinking is always affecting the market and the market is affecting 
their thinking” (Hirschey, 1998, p. 16).  
Aggregate consumer sentiment alone, has the ability to cause recessions and as 
stated in the aforementioned example, can even cause bubbles when there is an 
artificially inflated sense of optimism for a certain product or service. “Household 
sentiment has been cited as one of the leading causes of the 1990-91 recession, and recent 
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levels of confidence indexes have helped fuel speculation that the economy may be 
headed for a period of overheating” (Bram & Ludvigson, 1998, p. 59). The field of 
economics recognizes the importance of understanding consumer sentiment, but there is 
debate as to which assessment is best in predicting consumer expenditures. In some 
analyses, consumer sentiment has proven to predict changes in aggregate spending. 
However, this predictive power is said to depend on the survey used. The literature 
explains that consumer sentiment surveys from the Conference Board are both 
statistically and economically significant among personal consumption expenses such as 
motor vehicles, services, and durables. “Consumers seem to spend more when they feel 
good about future job prospects than they do when they think business conditions are 
favorable” (pp. 60; 74). Despite which assessment tool may yield more accurate in 
actually predicting consumer expenditures, the two former Federal Reserve Bank of New 
York Economists agree, consumer sentiment is a relevant subject which requires further 
discovery and that there may, perhaps, be other variables influencing consumer 
sentiment; “some other variable may be driving the confidence spending correlations 
found here. Nevertheless, our results suggest that consumer confidence can help predict 
consumption, and that consumer attitudes may also act as a catalyst for economic 
fluctuations” (p. 74).  
Richard Curtin (1982), Director of the Survey Research Center at the University 
of Michigan, defends the surveys produced by his center and also references George 
Katona’s original intentions in developing the assessment, which was to capture possible 
decreases in expenses in the future. Curtin explains how the consumer in general, as 
opposed to businesses or the government, is the dominant stakeholder determining the 
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outlook of the economy. Optimism towards the state of the economy breeds consumer 
confidence and increases the willingness people have in spending money and incurring 
debt. Contrarily, pessimism derives from economic uncertainty, which comes with it a 
decrease in willingness to spend money followed by an increased sense of need to build 
financial reserves. Curtin states that when aggregate sentiment towards the state of 
economy changes from optimism to pessimism rapidly, this results in a widespread delay 
of discretionary spending. “Since change in attitudes and expectations occurs in advance 
of action, measures of consumer attitudes and expectations can act as leading indicators 
of aggregate economic activity” (Curtin, 1982, pp. 340-341).  
The purpose of the assessments used to measure consumer confidence is not to 
attempt to predict consumer expenditures with absolute precision. Rather, the surveys of 
consumer sentiment were used to measure changes in consumer sentiment and learn 
about what causes those changes. This is contrary to other researchers who have 
attempted to critique the assessments as an actual method of predicting spending patterns. 
Curtin explains that the surveys of consumer sentiments’ intentions are not to concretely 
define sentiment at any given time. The purpose of the surveys is to measure change in 
sentiment from one time period to another. The purpose is not simply to determine the 
direction of the change in aggregate sentiment, but also to better understand why these 
changes happen “and how these changes relate to subsequent shifts in consumer 
behavior” (pp. 342-343). Since people in an economy change, technological and 
scientific advances are always being introduced, and the needs of people in an economy 
change often, it must be recognized that consumer attitudes also change. The key is to 
analyze those people within the scope of their time and try to better understand what 
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those externalities, conditions and individual characteristics are that influence their 
feelings towards the state of the economy.  
Consumer attitudes and expectations are constantly changing in response to a 
continuous flow of events, information, and personal experiences. Even where 
economic decisions are similar to those made in past situations, there is no 
guarantee that consumers will respond in the same way, since they are capable of 
learning and adapting their behavior to changed circumstances. (Curtin, 1982, p. 
343) 
One of the challenges when it comes to studying consumer sentiment is the 
difference in ideologies when it comes to the fields that are involved (or should be 
involved) with consumer sentiment research. These fields include economics, social 
sciences, and psychology, particularly behavioral psychology. In the 1940s, economics 
perceived the analysis of consumer behavior to be in unimportant driver of the economy. 
It was generally understood that people spend money contingent upon their income and 
that the government and business sectors were primarily responsible for the strength and 
direction of the economy. In our modern times, it is well understood that consumers’ 
willingness to purchase goods and services is more strongly correlated than income. A 
reason for fields not being able to collaborate with one another to study these phenomena 
of the relationship between sentiment and expenditures and incorporation of behavioral 
studies to economics is because of fundamental “differences in the methodology of 
economics and of behavioral science” (Katona, 1974, p. 1). Katona explained that 
behavioral sciences incorporated looking for those attributes that cause responses. 
“Instead of searching for a single necessary response to change in income, prices or 
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interest rates, the behavioral scientist studies circumstances under which a stimulus will 
produce the same or a different response” (p. 2). One of the things discovered was that 
knowledge of inflation was perceived, for the most part, as a negative term when there 
was a bad economy. Some of the more recent psychological studies regarding inflation 
derived as a result of basic generalizations. Most people show antipathy towards inflation 
and feel as though inflation negatively impacts their own finances and the economy 
overall. When people observe increases in prices in compared to a prior time when the 
product was cheaper, people associate this change with bad economic times. On the 
contrary, stable prices increase consumer confidence and encourage discretionary 
spending. Even among participants whose income surpassed price increases, inflation 
was perceived to be a negative thing. “Misgivings and pessimism were explained by 
survey respondents by several factors, among which awareness of inflation was an 
important one” (Katona, 1974, pp. 2-3).  
Fabian Linden (1982), former Executive Director of The Conference Board’s 
Consumer Research Center and Creator of the Index of Buyer’s Confidence, explained 
how over time, history has proven that measuring consumer sentiment has been 
correlated to future economic activity (such as increases and decreases in spending). 
Although he developed his own assessment to measure consumer sentiment in a response 
to the University of Michigan’s, he still recognized that the University of Michigan’s 
measure has been accurate in foretelling long-term economic activity. Linden explained 
how over a 15-year history, the questions specific to how people perceive the economy in 
the future are particularly impressive when it comes to predicting future economic events. 
The Survey Research Center at the University of Michigan asked participants if the 
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economy would be better or worse off a year from today. The same is asked about the 
participants’ personal financial situations, as well and how they perceive economic 
conditions over a five-year time period. Linden critiqued the Conference Board's 
approach in how they ask of the forward-looking question, since they only ask about a 
sixth month time period and specifically ask about business conditions, opportunities for 
employment, and peoples financial expectations. In comparing the two, Linden felt as 
though the index of consumer sentiment was better in forecasting long-term economic 
conditions (Linden, 1982, pp. 355-360).  
Currently, we have many tools that economists and statisticians can use to 
conduct an analysis of the state of the economy, whether it is in retrospect or in 
forecasting. In an article found in the Journal of Economic Psychology, David R. 
Eppright, Associate Professor of Marketing and Economics at the University of West 
Florida, stated that measuring consumer sentiment may even be more accurate in 
predicting future consumption when compared to other well known economic indicators, 
such as the Consumer Price Index.  
The multivariate vector auto regression analyses indicated that the aggregate 
consumer expectation measures led the aggregate consumer expenditure measures 
more often than did the economic indicators... Anticipating future consumer 
expenditures is critical to successful business performance (Kotler, 1994). Lilien 
and Kotler (1983), Georgoff and Murdick (1986), and Kotler (1994) have 
suggested that aggregate consumer attitude and expectation (hereafter, aggregate 
consumer expectation) surveys should be useful in anticipating future aggregate 
expenditure levels… Huth et al. observed that the aggregate consumer expectation 
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indexes led automobile sales, durable goods sales, and total retail sales. (Eppright, 
Arguea & Huth, 1998, pp. 215-217) 
Eppright, Arguea & Huth (1998) referenced George Katona and his notion of why 
sentiment affects consumption. Consumption is the result of a person's willingness to pay 
combined with their ability to pay. Katona explained that social learning takes place as a 
relates to the state of the economy when interpreting current conditions, past economic 
conditions and generating ideas about how these conditions have impacted discretionary 
spending and income levels. Ultimately, variables such as attitudes and expectations have 
the capacity to influence the consumers’ perceptions towards the current state of the 
economy and how the participant will respond to that economic environment (pp. 219-
220). The authors concluded by suggesting that more research needs to be done to 
identify if consumer expectations, in aggregate, can predict different types of consumer 
spending (p. 231).  
As the literature explained thus far, senior Economists from our Federal Reserve 
Banks have recognized that consumer sentiment is an important measure to take into 
account in forecasting future consumption patterns. Nonetheless, little research has been 
done that seeks to identify which specific externalities and individual characteristics 
influence aggregate sentiment. Jeffrey C. Fuhrer from the Federal Reserve Bank of 
Boston argued that when consumer sentiment is more inclined to be optimistic, people 
are more willing to make purchases, companies will be more likely to hire people and 
growth will be felt within the economy. Most theories in the literature explain differences 
in consumption through current and expected income, wealth, and interest rates, but do 
not include an independent role for changes in aggregate consumer sentiment. Fuhrer 
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explained how even though intricate ways to measure consumer sentiment are available, 
it is still challenging to identify the role confidence has in influencing aggregate 
consumer decisions “It is not declining income or borrowing power, but the independent 
effect of diminished confidence that spurs spending reductions” (Fuhrer, 1993, pp. 32-
34).  
Thus far, a need to study aggregate consumer sentiment is evident. A need which 
can be satisfied by identifying which variables influence consumers’ sentiment towards 
the state of the economy. This would be done not only by testing one variable against 
sentiment, as it has been done before with the media, knowledge of unemployment, and 
race; but rather with a series of multiple variables to observe their statistical relationship 
with the index of consumer sentiment.  
Regardless of whether the sentiment indexes provide accurate forecasts of future 
activity, the sentiment indexes may still be of interest because they provide an 
accurate reflection of consumers’ forecasts of future economic events. Regardless 
of how well consumers understand the economy, or how accurate their forecasts 
have been, if the sentiment indexes reflect consumers’ expectations, they may 
well help explain consumer spending behavior... Sentiment may provide the 
consumer’s summary of well-known economic facts, but it contains little in the 
way of independent information, and it is unlikely to act as an independent force 
in recessions or expansions... one cannot simply look at a confidence number and 
infer the state of underlying economic conditions. Confidence, like other 
economic statistics, must be interpreted in context. (Fuhrer, 1993, pp. 35-37)  
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The model proposed in this dissertation is one that identifies those variables, 
which are most correlated with consumer sentiment and also provides the fields of 
economics, social sciences, and conflict analysis and resolution with a new tool to use to 
answer questions regarding who or what is responsible for manipulating consumers’ 
perceptions towards the state of the economy and subsequent societal conflicts.  
In 2001, Americans experienced an attack on New York, the financial epicenter of 
the world. One concern many economists had was how people felt towards the state of 
the economy after 9/11. It was assumed that aggregate consumer optimism would 
decline. Surprisingly, as the Assistant Vice President and Economist at the Federal 
Reserve Bank of Kansas City confirmed, that was not the case.  
…Immediately after the attacks, many observers also worried about the possible 
harm to business and consumer confidence. Although the effects on business 
confidence are hard to measure, regular surveys of households make it easier to 
assess the effects on consumer confidence. These surveys show that consumer 
confidence was surprisingly resilient… the consumer confidence indexes 
maintained a fairly normal relationship to other economic indicators and did not 
contain much new information for forecasters and policymakers. (Garner, 2002, 
pp. 1-2)  
In agreement with what Eva Mueller asserted before, one of the phenomena that 
caused consumer sentiment to take a dip before the attacks was awareness of 
unemployment in August of 2001.  
…Weaker economic indicators, such as a large increase in the unemployment rate 
in August, also reduced consumer confidence in September. Even though anthrax-
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contaminated mail and the military actions in Afghanistan kept fears of terrorism 
alive, consumer confidence proved to be resilient... Nevertheless, the decline in 
consumer confidence before the terrorist attacks appears to have been consistent 
with changes in major macroeconomic indicators. For example, weaker labor 
market conditions probably contributed somewhat to the decline in consumer 
confidence. (Garner, 2002, pp. 6; 11) 
Oddly, a previous historic event, the Persian Gulf War, did actually have an 
impact on consumer sentiment. “The Persian Gulf War, however, had a statistically 
significant effect, lowering the consumer confidence indexes from the third quarter of 
1990 through the first quarter of 1991” (p. 14). Although now reflecting back on these 
past few years after 2002, we know that consumer confidence did decline significantly, 
not only (probably) because of the wars in Iraq and Afghanistan, but also due to the 
aftermath of the collapse of the real estate market. Nonetheless, we now understand that 
awareness about negative economic conditions, and not an unexpected terrorist attack, is 
a variable that influences consumer sentiment.  
...the decline of consumer confidence in the fourth quarter of 2001 was due 
mostly to weaker economic conditions in the previous quarters and not to the 
September 11 attacks… the resilience of consumer confidence after September 11 
did offer some reassurance that the terrorist attacks would not have devastating 
economic consequences. (Garner, 2002, p. 15) 
Our task now as social scientists is to continue to build on those variables that do 
adversely impact consumer sentiment, to better understand what truly drives the 
sentiment that leads to purchasing versus saving decisions. In a previous article, however, 
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Garner stated that the U.S. invasion of Kuwait (as an unexpected event, similar to 9/11) 
did indeed have a significant impact on aggregate consumer sentiment.  
Consumer confidence indexes were presumably more useful after the Kuwait 
invasion because the invasion was an unanticipated noneconomic event. In 
contrast, the stock market collapse was an economic event that may have been 
partially anticipated... Three general guidelines are proposed. First, confidence 
indexes are not reliable stand-alone indicators of durable goods purchases under 
ordinary circumstances. As a result, confidence indexes should not be used as 
primary forecasting variables. Second, confidence measures ordinarily have little 
complementary value when used in a forecasting process with other 
macroeconomic variables. And third, confidence measures may be useful in 
exceptional instances where confidence changes abruptly because of 
unanticipated noneconomic events. (Garner, 1991, pp. 57-68) 
Consistent with most references found in the literature, the conclusions remain the 
same. Aggregate consumer sentiment is driven by certain variables and sentiment causes 
consumers to spend or save, in response to this aggregate perception.  
Many economists believe consumer spending depends not only on current income 
and household wealth but also on consumers’ uncertainty about their future 
personal finances... Consumer attitudes are formed instead by a social learning 
process depending as much on conversations between neighbors over the back 
yard fence as on government statistical releases... Greater concerns about future 
personal finances will cause consumers to save more in preparation for possible 
bad times. When consumer confidence is low, consumers believe financial 
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distress is more likely in the future. As a result, they want to hold more liquid 
assets that can easily be converted into money to buy necessities or pay off debts. 
(Garner, 1991, pp. 57-58) 
Frederic Mishkin, former Professor at the University of Chicago, Member of the 
Board of Governors of the Federal Reserve System, and current Professor at Columbia 
Business School also discussed the usefulness of the Index of Consumer Sentiment and 
the impact the index has in forecasting expenditures, given that sentiment drives spending 
and saving decisions.  
A consumer suffering financial distress, and un-able to pay his bills readily, 
would prefer holding highly liquid financial assets. This implies that as the 
consumer perceives an increasing probability of financial distress, he will 
decrease his demand for consumer durables and limit his purchases... A decline in 
the index would suggest that consumers have perceived a rise in the likelihood of 
financial distress... the index of consumer sentiment reflects consumer perceptions 
of the likelihood of financial distress, which have a potent effect on the decision 
to purchase durables because of their illiquid nature. (Mishkin, 1978, pp. 218; 
229) 
Mishkin implied that consumers begin to analyze which kinds of products and 
services to purchase when they are confronted with financial distress. As previously 
stated, goods such as vehicles, are impacted by a decrease in consumer sentiment, since 
purchasers of those newer vehicles recognize their purchase will not retain its face value 
over time.  
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It may be the case that in general, whenever a country is in a state of war, 
consumer sentiment decreases among the masses, given that a state of war is a negative 
connotation that encompasses many costs, particularly, government costs. Adrian W. 
Throop, from the Federal Reserve Bank of San Francisco stated:  
…consumer attitudes, as reflected in surveys of consumer sentiment, have a 
significant influence on household purchases of durable goods. Normally, 
consumer sentiment moves with current economic conditions and bears a stable 
relationship to a few economic variables. At times of a major economic or 
political event like the Gulf War, however, consumer sentiment can move 
independently from current economic conditions. At such times it provides useful 
information about future consumer expenditures that is not otherwise available... 
Consistent with this hypothesis, the Index of Consumer Sentiment constructed by 
the Survey Research Center at the University of Michigan dropped by a record 
amount beginning in August 1990, at the time Kuwait was invaded. With the 
successful completion of the war, the index then surged back to its pre-recession 
level in March 1991. (Throop, 1992, p. 35) 
Perhaps it may be that in aggregate, when people recognize a political struggle 
between their nation and another, this may cause a decrease in consumer sentiment. 
Further research may be needed to answer the question of why consumer pessimism 
increases during times of war. Just as others have discovered, Throop discovered that 
statistically, consumer sentiment has an impact on purchases, but not vice versa. 
“...Movements in consumer sentiment cause changes in spending on consumer durables 
in a statistical sense at all times, but that expenditures on durables do not cause 
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sentiment” (Throop, 1992, p. 48). In further support of Kuwait’s invasion being a cause 
of a decrease in consumer sentiment, Christopher Carroll, Jeffrey Fuhrer and David 
Wilcox, from the Federal Reserve Bank wrote:  
In the three months following the Iraqi invasion of Kuwait, the University of 
Michigan's Index of Consumer Sentiment (ICS) fell an unprecedented 24.3 index 
points, to its lowest level since the 1981-1982 recession. This collapse in 
household confidence became the focus of a great deal of economic commentary 
and, indeed, frequently was cited as an important - if not the leading - cause of the 
economic slowdown that ensued. (Carroll, Fuhrer & Wilcox, 1994, p. 1397) 
Yet the conclusion still echoes what other researchers have found, “…we conclude that 
consumer sentiment does indeed forecast future changes in household spending” (p. 
1398).  
Capturing consumer sentiment alone cannot provide social scientists and 
economists with a justification for why consumers are not spending their money or why 
they have changes in saving behaviors. There are certain externalities, events, conditions, 
and personal attributes that might also alter consumers’ vulnerability to become 
influenced by the media, discussions about the economy, the radio, etc. “The basic 
hypothesis tested is that the amount of consumer spending on durable goods is influenced 
by certain ‘attitudinal’ variables, including perceptions, expectations, and opinions as 
expressed by consumers themselves” (Fisher, 1954, p. 923). Walter D. Fisher, from 
Kansas State College, understood that the (at the time, new) measure of consumer 
sentiment introduced to the world by George Katona and Eva Mueller, needed further 
elaboration to better understand consumers and what drives their sentiment. “Moreover, it 
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helps fill a great current need for more empirical work and more interdisciplinary 
research in the social science” (p. 925). Subsequent researchers have tested other 
variables against consumer sentiment, but the literature has not revealed that there exists 
a model, theoretical framework or anything of the like, which can be used to identify 
which variables are most prevalent among optimistic and pessimistic consumers in an 
economy.  
For a period of ten years, from 1952 through 1961, Mueller collected data on 
consumer sentiment two to four times per year, and determined that there are variables 
which influence consumer sentiment that transcend media alone. She also discovered, 
with all of her years of data, a correlation between sentiment and expenditures.  
The results indicate that attitude measurements contain information not obtainable 
from a simple combination of financial and business cycle indicators. The 
explanatory value of the Survey Research Center Index of Consumer Attitudes is 
consistently good in the sense that a number of alternative formulations of the 
time series regressions lead to the same conclusion: Attitudes contribute 
significantly to our ability to account for fluctuations in durable goods spending, 
particularly spending on new cars, after allowance is made for changes in the 
financial situation of consumers... More specifically, we are concerned with 
changes in consumers' satisfaction, confidence and optimism regarding their 
economic situation which are brought about by changes in external circumstances 
and by the news which reaches consumers... Survey Research Center studies have 
indicated repeatedly that a wider range of variables, as well as special economic 
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and political circumstances, may have a decisive influence on consumer 
sentiment. (Mueller, 1963, pp. 899-904) 
Critics of the University of Michigan’s Index of Consumer Sentiment disregarded 
Eva Mueller’s data at the time and suggested that perhaps there are other, more accurate, 
factors that influence one’s decision to purchase or save. Irwin Friend, Professor of 
Economic and Finance and F. Gerard Adams, Associate Professor of Economics at the 
University of Pennsylvania argued:  
The work suggests that stock prices and some non-attitudinal variables, like the 
length of the work week, share the predictive ability of consumer attitudes, except 
perhaps for the early part of the 1952-62 period... As more adequate time series 
data have become available in recent years, studies by the Survey Research 
Center and by others have consistently shown that attitudes make a significant 
contribution in predicting fluctuations in aggregate consumer durables purchase... 
it is premature to make any definitive statement about the net predictive ability of 
the data on consumer attitudes... Stock prices, notably in the form of deviations 
from trends, seem to be an effective substitute for the data on consumer attitude. 
(Friend & Adams, 1964, pp. 987, 1004) 
However, as history has shown, particularly via the Dot-Com bubble in the 1990s 
and the mortgage crisis of the 2000s, the stock market is volatile and easily manipulated 
through induced optimism, rumors, and media releases.  
In the article Psychology and Macroeconomics: Fifty Years of the Surveys of 
Consumers, Richard Curtin recalled the introduction of the survey of consumers from 
1946 and the integration of ‘human factors’ into economic affairs.  
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In addition to detailed information on consumers’ financial situation, forecasting 
models require information on the economic and psychological factors that shape 
changes in their spending and saving decisions... So began the first survey of 
consumers in 1946. The primary purpose of that first survey was to collect data on 
household assets and debts... George Katona, the founder of the survey program, 
convinced the sponsor that few respondents would be willing to cooperate if the 
first question asked was: ‘We are interested in knowing the amount of your 
income and assets. First, how much do you have in your savings account?’ 
...Katona had long been interested in the interaction of economic and 
psychological factors, what he termed the human factor in economic affairs. 
(Curtin, 2000, pp. 1-3) 
One of the variables, which continue to arise in the literature, which evidently 
influenced consumer sentiment, was news of economic developments, which people 
obtain from the media, for the most part.  
Media reports may be the dominant source of information for consumers about 
some developments, such as prospective changes in government policies or 
changes in international economic conditions. For many other types of economic 
developments, however, the mass media is not the most important source of 
information for consumers. Personal experience, direct knowledge of changes in 
local employment conditions, changes in prices and the availability of goods in 
local markets, and the numerous other direct connections that consumers have 
with changing economic conditions are often more influential. (Curtin, 2000, p. 8) 
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With all of this acquired data, the University of Michigan’s Survey Research 
Center continues to further develop the study of consumer sentiment and what influences 
people’s economic decisions. “Rather than being confined to the armchair of the theorist, 
the research program will continue to seek advances from the armchairs of respondents as 
they explain the factors underlying their economic decisions” (p. 19). Over the years, this 
idea of capturing how people feel towards the state of the economy has caught on around 
the world, further proving that consumer sentiment is a needed tool that helps economists 
forecast expenditures. Some countries which use consumer sentiment indexes include 
Austria, Australia, Belgium, Canada, China, Czech Republic, Denmark, Finland, France, 
Germany, Great Britain, Greece, Hungary, Ireland, Italy, Japan, Luxembourg, Norway, 
Poland, Russia, Spain, South Africa, Sweden, Switzerland, and Taiwan (p. 6). 
The Permanent Income Hypothesis (PIH) is a theory that attempts to provide an 
explanation as to how people make purchasing decisions over time. “According to the 
[life cycle-permanent income hypothesis], consumers form estimates of their ability to 
consume in the long run and then set current consumption to the appropriate fraction of 
that estimate” (Hall, 1978, p. 971). We know, however, through the extensive research 
conducted by the Survey Research Center at the University of Michigan and also by the 
Conference Board, people do not simply make purchasing decisions based on the amount 
of money earned, but also their willingness to spend, contingent on how they perceive the 
economic environment. Robert Hall, from the Center for Advanced Study in the 
Behavioral Sciences & National Bureau of Economic Research, believed that the stock 
market was valuable in predicting consumption; taking note that the article was written 
79 
 
 
 
before the stock boom of the 1980s, the Dot-Com crash, and prior to the collapse of the 
housing market.  
The stock market is valuable in predicting consumption 1 quarter into the future... 
Further, only new information about taxes and other policy instruments can affect 
permanent income. Beyond these general propositions, the policy analyst must 
answer the difficult question of the effect of a given policy on permanent income 
in order to predict its effect on consumption. (Hall, 1978, pp. 985-986) 
Contrary to Robert Hall’s support for the Permanent Income Hypothesis as the 
explicatory factor for consumers’ purchasing behaviors, Lovell (1975) recognized that 
other factors influence it.  
Watergate, widespread unemployment, double-digit inflation, and the collapse of 
the stock market provided cause enough for consumer despondency. 
Investigations by Hymans and by Juster and Wachtel had suggested that inflation 
and fluctuations in real income are of prime importance in explaining consumer 
sentiment; but they did not include the unemployment rate in their regressions. 
This note updates their studies in the light of recent experience. Because the mood 
of the consumer, as measured by Katona's index of consumer sentiment, has been 
identified by Suits and Sparks, by Hymans, and by Juster and Wachtel as an 
important determinant of consumer spending, a study of the factors in the 
disillusionment of consumers may help to explain the severity of the current 
recession (Lovell, 1975, pp. 473-474) 
Furthermore, Lovell provided an interesting perspective on consumer pessimism, in that 
it is easy to spread negative connotations towards the state of the economy, 
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“…disillusionment is contagious, and a larger proportion of consumers may ‘catch’ it as 
time passes, possibly by reading about last quarter's index of consumer sentiment in the 
newspaper” (Lovell, 1975, p. 476). It may be the case that simply by saying negative 
things about the state of the economy, or by reiterating old news about a previous 
economic mishap, this in itself may have the ability to weaken one’s perception towards 
the state of the economy.  
Years later, Lovell writes an excellent article that rectifies a misinterpretation of 
why the Index of Consumer Sentiment was created and Katona’s intent in developing the 
five questions that make up the ICS.  
Two things about the ICS deserve particular notice. First, Katona did not create 
the ICS for forecasting purposes, or even to elicit useful information. When he 
was developing the Survey of Consumer Finances for the Federal Reserve, 
Katona inserted the five attitudinal questions from which the ICS is calculated in 
order to loosen up the respondents, so they would be more forthcoming about 
their income and other personal financial details... He concluded that there was 
independent information in the index and that it would be fascinating to find out 
what it was and what caused the index to move. (Lovell, 2001, pp. 208; 214) 
This article is in response to all of those researchers who have attempted to test 
whether or not there was a correlation between consumer sentiment and actual 
expenditures, which is usually followed by a statement that ‘supports’ or ‘nullifies’ the 
ICS’s usefulness. The ICS was not created as a forecasting tool. It was coincidental that 
over the years, there was a statistical correlation between sentiment and expenditures. A 
relationship that nowadays, deserves consideration and further elaboration to better 
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understand consumers in the aggregate and how sentiment impacts many areas of our 
economy.  
Research from the National Bureau of Economic Research has illustrated that 
contrary to the Permanent Income Hypothesis, people make decisions contingent on the 
confidence they have in their own finances and towards the state of the economy.  
…Sentiment is found to be useful in forecasting future consumption, even 
controlling for lagged consumption and macro variables like stock prices. This 
excess sensitivity is counter to the permanent income hypothesis [PIH]. Higher 
confidence is correlated with less saving, consistent with precautionary motives 
and increases in expected future resources... For instance, over the sample period 
high income households might on average have been optimistic about the future, 
and might have happened to receive disproportionately positive shocks. In this 
case increases in their consumption, and so a positive correlation between 
consumption and sentiment, would not be inconsistent with the PIH. (Souleles, 
2001, p. 3) 
This is yet another source depicting the relationship between consumer 
confidence and spending versus saving decisions, which is well-known to drive all other 
areas of our organic economy; from supply and demand to employment, tax revenues, 
and GDP, to name a few. This section of the literature review confirms that aggregate 
sentiment is worthy of further research and exploration, to better understand which 
variables influence changes in it and to learn which factors propel social conflicts in an 
economy.  
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The Epistemological Problems of Economics 
 
 In order to have a firm understanding of how the field of economics is unfolding, 
it is important to go back in time and understand the viewpoints of other economists and 
sociologists who lived through the progressive era and through the ups and downs of the 
stock market of the 1920s. One of those economists was Ludwig von Mises. In his book, 
Epistemological Problems of Economics, Jörg Guido Hülsmann, professor of economics 
at the University of Angers in France discussed von Mises’ accomplishments:  
Ludwig von Mises (1881–1973) is arguably the most important economist of the 
twentieth century, and one of the greatest social philosophers ever. He made a 
large number of lasting contributions to economic theory, yet his main 
achievement is in the elaboration of a comprehensive system of social analysis. 
Mises had started his career as a student of economic and social history and then 
became a top policy analyst and government advisor in his native Austria. He 
continued to pursue scientific research in his spare time, though, and increasingly 
turned to deal with problems of economic theory. When he became a full-time 
professor at the age of 53, he finally had the opportunity to put his various works 
together. At the end of his life, he had developed a general science of human 
action that today inspires a thriving school of followers. (Hülsmann, 2002, p. ix) 
Hülsmann further elaborated on the emphasis that von Mises brought to the 
epistemology of economics and the fundamental points brought forth in his book.  
Mises argues that the Austrian theory of value, which had been developed by Carl 
Menger and his followers, is the core element of a general theory of human 
behavior that transcends the traditional confines of economic science. Value 
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theory applies to human action at all times and places, whereas economic theory 
only applies to a special subset of human action, namely, to human action guided 
by economic calculation. In Epistemological Problems of Economics, Mises not 
only explains these fundamental distinctions and stresses that economics is just 
one part of a general theory of human action. He also ventures into the elaboration 
of this general theory, in particular, through the analysis of its central 
component—value theory... Mises argues that the general social science of which 
economics is the best-developed part has a rather unique logical and 
epistemological nature. In distinct contrast to the natural sciences it is not based 
on observation or any other information gathered through the human senses. It 
relies on insights about certain structural features of human action, such as the 
fact that human beings make choices or that they use self-chosen means to attain 
self-chosen ends. (Hülsmann, 2002, p. xi) 
The book brought forth an interesting thought, in that economics was, a small area 
within the realm of sociology.  
Sociologists were the ones who studied how people conducted themselves in 
society when it came to trading, setting prices, negotiating, supplying, etc. However, as 
time progressed, the field of economics has seemingly deviated away from that 
sociological foundation that it was once built upon.  
Mises conceived of the relationship between sociology and economics. It was in 
his eyes a hierarchical relationship between a more general discipline (sociology) 
and a more narrow part thereof (economics), which deals with particular cases of 
human action... Accordingly, Wicksteed agreed with Auguste Comte’s claim that 
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economics should be developed as a part of sociology, the general science of 
human behavior... at the beginning of the 1920s, the term “sociology” had no 
precise meaning other than ‘general social science’. (Hülsmann, 2002, p. xvi-xxi) 
One of the noticeable issues of modern economics is briefly mentioned when 
Hülsmann further stated, “Any theory of economic calculation has to cope with the 
fundamental fact that the calculus (in terms, of money, or utils, or whatever else) does not 
in any way determine human behavior” (Hülsmann, 2002, p. xxv). This coincides with 
the foundation of this dissertation, which encourages digging deeper into the notion of 
identifying the factors that influence changes in sentiment among the masses. Ultimately, 
consumers are humans, who make choices that they deem are rational, which is 
contingent upon their own unique individual experiences, externalities, personal 
characteristics, etc. “Mises mentioned again and again two very fundamental features of 
human action: that human beings make choices, and that they use means to attain ends” 
(xliv). People in society have the ability to make choices, which are influenced by certain 
externalities and individual characteristics. The present models demonstrate that 
consumers can feel either optimistic or pessimistic about the state of the economy. This 
optimism and pessimism leads consumers to either save or spend, as the literature states. 
However, considering what specifically makes consumers overly optimistic or overly 
pessimistic is still something that remains understudied and has much opportunity for 
discovery and theory development.  
We somehow “know that” all human actions, at all times and all places, involve 
choices and the use of self-chosen means to attain self-chosen ends. But how do 
we know this? Can we see, hear, smell, or touch choices? Suppose we observe a 
85 
 
 
 
man walking from the entrance of a house to a car. Do we actually see him 
making choices? Clearly, this is not the case. What we in fact see is a body 
moving from A to B; but we do not see the succession of choices that prompt a 
person to make the movements that bring him from A to B. (Hülsmann, 2002, pp. 
xliv – xlv) 
 In the preface to the English-Language edition of Epistemological Problems of 
Economics, Ludwig von Mises recognizes that people are unique and for instance, it is 
not rational (or accurate) for one to generalize and draw assertions from data on a sample 
population that is so diverse within itself. He also explains that these people react to 
certain stimuli, such as people reacting to negative news about the economy, which we 
know is one of those factors, which can induce economic pessimism.  
The objects of the natural sciences react to stimuli according to regular patterns. 
No such regularity, as far as man can see, determines the reaction of man to 
various stimuli. Ideas are frequently, but not always, the reaction of an individual 
to a stimulation provided by his natural environment. But even such reactions are 
not uniform. Different individuals, and the same individual at various periods of 
his life, react to the same stimulus in a different way. (von Mises, 1960, p. lxvi) 
One of the most remarkable points made here is that even one specific individual, 
may react differently to the same stimuli at two different points in his or her life. Mises 
talks about how economics came to be, as it stemmed out of its sociological roots.  
When men realized that the phenomena of the market conform to laws, they 
began to develop catallactics and the theory of exchange, which constitutes the 
heart of economics... The term “sociology,” however, was coined by August 
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Comte, who, for the rest, in no way contributed to social science (Mises, 1933, pp. 
3-4).  
It is undeniable that the economy is never static. Given advances in technology, 
differences in political ideologies among the masses and the development of furthering 
the national wealth of our countries, all economic theories need to be re-evaluated in 
order to determine whether or not those same theories are still applicable in our modern 
times. This is one of the main objectives of this dissertation; to encourage scholars in the 
fields of economics and the social science sto recognize that people change over time, as 
does society and the economy overall. As von Mises puts it, “Hypotheses must be 
continually verified anew by experience” (p. 10). This was also one of the points made 
when the University of Michigan’s Index of Consumer Sentiment survey was initially 
developed.  
Mueller recognized that the survey was at an experimental stage and also 
understood that the survey needed to be retested to ensure that the measure was still 
applicable. There are of course, some things that remain fundamentally true as it relates 
to studying human behavior. One of these points, as von Mises explained, is how 
everyone tries to reject unfavorable circumstances to the best of their ability in order to 
reach a favorable state of being. “Regardless of world view, religion, nationality, race, 
class, position, education, personal abilities, age, health, or sex, [men] aspire above all to 
be able to pass their lives under the most favorable physiological conditions possible” (p. 
39). The proposed model in this dissertation makes a thorough attempt at establishing 
away for better understanding which specific externalities, experiences, individual 
characteristics and conditions influence people in a society to become vulnerable and 
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pessimistic about the state of the economy, as well as to understand which factors are 
prevalent among optimists. Ludwig von Mises recognizes this same logic when he talks 
about ‘attitudes’, just as some of our current institutions try to capture consumer attitudes 
to forecast spending and saving behaviors: “The conduct of men, [Myrdal] maintains, is 
not determined by interests alone, but by ‘attitudes.’ The term ‘attitude’ is to be 
understood as ‘the emotional disposition of an individual to respond in certain ways 
toward actual or potential situations’. (p. 64)   
In Epistemological Problems of Economics, von Mises also heavily critiques 
those who we consider to be renowned sociologists and economists. One of those who 
Ludwig von Mises discussed in his book is Max Weber, who is known as a great German 
philosopher, sociologist, political economist and professor.  
Weber was, to be sure, a professor of economics at two universities and a 
professor of sociology at two others. Nevertheless, he was neither an economist 
nor a sociologist, but an historian. He was not acquainted with the system of 
economic theory. In his view economics and sociology were historical sciences. 
He considered sociology a kind of more highly generalized and summarized 
history. It needs scarcely to be emphasized that in pointing this out we do not 
mean to belittle Max Weber and his work. Weber was one of the most brilliant 
figures of German science of the twentieth century. He was a pioneer and 
trailblazer, and coming generations will have enough to do to make his heritage 
intellectually their own and to digest and elaborate it. That he was an historian 
and an investigator into the logical character of history does not mean that he 
failed with regard to the problems which the period presented and which he 
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undertook to treat. His field was just that of history, and in this field he did far 
more than his share... With regard to human behavior, however, our position is 
entirely different. Here we grasp meaning, i.e., as Max Weber says, ‘the meaning 
subjectively intended by the actor,’ which is ‘not an objectively ‘correct’ or a 
metaphysically determined ‘real’ meaning.’ Where we observe among animals, 
which we are unable to credit with human reason, a mode of behavior that we 
would be in a position to grasp if we had observed it in a human being, we speak 
of instinctive behavior. The response of a human being to stimuli can be either 
reactive or meaningful, or both reactive and meaningful at the same time. The 
body responds reactively to poisons, but, in addition, action can also respond 
meaningfully by taking an antidote. Only meaningful action, on the other hand, 
responds to an increase in market prices. (pp. 78-79; 89) 
Mises further wrote about how human reaction to certain stimuli can be different 
if the intent of those stimuli is different. “If my hand is touched by a sharp knife, I 
instinctively draw it back; but if, for example, a surgical operation is intended, I will 
endeavor to overcome reactive behavior through conscious action” (p. 89). A practical 
example is the act of someone learning of a slump in employment rates, for instance. If 
one is currently searching for a job and learns of a decrease in overall employment, the 
reaction to that news can be different if the person is employed and seeking advancement, 
unemployed seeking any job, and unemployed and not seeking a job. The person who 
learns of this hypothetical news, if employed and looking for career advancement, might 
become worried that an increase in salary is farther from reach. If that same person is 
unemployed and looking for any job, they may feel worse about their ability to obtain a 
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job for sustenance; but if that person is unemployed and not looking for a job, the news 
may not have much of an impact on their overall sentiment towards the state of the 
economy. To further support the notion of other factors that cause certain actions, von 
Mises wrote:  
Whenever economics is spoken of, it thinks only of classical economics. Thus, 
Karl Muhs, to cite the most recent representative of this school, maintains that: 
‘...In reality, every causal connection is usually combined with other facts, 
likewise operating with a certain intensity as causes. The latter as a rule influence 
to some extent the effects of the former... it is more suitable to speak of 
regularities or conformities to law or tendencies, but always with the reservation 
that the operation of such tendencies can be hampered or modified by other causal 
factors’. (pp. 96-97) 
One of the main foci that Ludwig von Mises makes is that “Catallactics does not 
ask whether or not the consumers are right, noble, generous, wise, moral, patriotic, or 
church-going. It is concerned not with why they act, but only with how they act” (p. 102). 
An important factor to take into consideration when reviewing Ludwig von Mises’ work 
is that he did not live long enough to experience the computerization and complexities of 
the modern stock exchanges, lenders engaging in credit default swaps and issuing credit 
to people who were incapable of repaying their loans and also participating in unethical 
and predatory lending practices. Since von Mises’ time, economics has undoubtedly 
integrated the fundamental need of ethics in trading and also recognizing laborer’s rights, 
etc. With regards to social conflicts, Ludwig von Mises understands that in this economy, 
we have many stakeholders who lay on different strata on the socio-economic ladder. 
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Mises brilliantly captured the reality that these stakeholders, depending on where they are 
class wise, have different needs and values that are in direct conflict with one another; 
which is one of the points made as this dissertation folds conflict analysis into the sphere 
of economics.  
In the volumes that have been written in defense of this thesis the question is—
characteristically—almost never raised whether there is any truth in the 
supposition that society is divided into classes whose interests stand in 
irreconcilable conflict... It would be a grievous error to assume that the hostility 
felt toward entrepreneurs and capitalists, toward wealth and quite especially 
toward newly acquired wealth, toward moneymaking and in particular toward 
business and speculation, which today dominates our entire public life, politics, 
and literature stems from the sentiments of the masses. It springs directly from the 
views held in the circles of the educated classes who were in public service and 
enjoyed a fixed salary and a politically recognized status. (p. 208) 
 
Summary 
The literature illustrates that the study of economics and conflict analysis and 
resolution is by no means at its peak, and how actors in an economy feel towards the state 
of the economy needs to continuously be reevaluated and tested so the fields of 
economics, social sciences, psychology and conflict analysis can better understand how 
people react to certain stimuli in aggregate. Additionally, our current financial crisis 
illustrates that there is undoubtedly a conflict that is multidirectional in nature. There is a 
conflict between members of society with each other in competing for jobs and resources, 
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conflict between members of society and banking institutions, conflicts between banking 
institutions and the government, and conflicts between the government and members of 
society, who at times end up being the victims as well as the ones who are turned to for 
tax revenue to fix the fractured economy. These are by no means the only combinations 
of conflicts that arise in an economy. This dissertation will hone in on just a small 
fraction of what may be discoverable in the consolidation of the study of conflict analysis 
and resolution with finance, economics and behavioral studies. 
 
Research Questions 
 This dissertation seeks the answer to the fundamental question: which variables 
are correlated with and influence aggregate consumer sentiment? Typically, the field of 
economics is very isolated from its sociological parent. This dissertation is an attempt to 
bring the two fields together and recognize that those who are being studied are 
individuals with decision making abilities and are influenced by other things to believe 
that the economy is one way or another. The participants of this study are also directly 
involved in an organic sociological system, whereby all members of society play a role. 
This organization is called the economy. In an economy, producers and consumers, 
workers and non-workers, all function synchronously like gears in a watch, to drive the 
economy in a positive or negative direction. This study considers that all participants are 
stakeholders in this larger, organic, system. As the study unfolded and progressed in its 
well defined path, as stated prior, there were other fundamental research questions that 
were necessary to answer to formulate the conclusion drawn from the data collected: (1) 
Which variables impact the public’s perception of the state of the economy? (2) What are 
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people’s perceptions of the current state of the economy? (3) Do people have the 
economic literacy to confirm economic conditions?  
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CHAPTER III: METHODOLOGY 
Sample 
 In the early stages of the research and survey design process, it was anticipated to 
obtain a sample from participants residing in Broward county, which would have yielded 
various companies, universities, people from diverse income levels and levels of 
education in the sample. However, given that this research identifies aggregate 
perceptions towards the state of the economy utilizing the University of Michigan Survey 
Research Center’s Index of Consumer Sentiment and requires representation from 
multiple States in the U.S., surveying participants in the state of Florida alone would not 
be representative of the desired population. Moreover, the State of Florida was 
significantly impacted by the 2008 the financial crisis, had frequent instances of 
mortgage and investment fraud, and also had one of the highest unemployment rates in 
the United States at one point. According to the Bureau of Labor Statistics, the State of 
Florida was among the top five states with the highest unemployment rate as of February 
2012 (US Bureau of Labor Statistics, 2012). To interview or survey only people from the 
State of Florida to represent the entire economy would be tremendously skewed, given 
that employment wise, for example, there were 45 states doing better than the State of 
Florida. The sample population for the present study targeted participants across all 50 
states, including Washington D.C. and Puerto Rico. One of the main reasons why it was 
imperative for most of the states to be captured in the dissertation study is because there 
are some states that have been doing better than others, and the study requires capturing 
their consumer sentiment as well, to identify if there are any specific externalities and 
individual characteristics that cause residents of those states to have positive or negative 
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consumer sentiment. The sample population aimed at obtaining up to 1,000 participants, 
or an estimated 20 participants per state, across all levels of income, employment 
statuses, levels of education, and gender identities, which include male, female, and 
transgender; as well as people from all cultures, religious beliefs, nationalities, etc.  
 
Instrument 
 The main instrument used was a 45-questioned survey created that includes 
questions from the University of Michigan’s Index of Consumer Sentiment as well as 
questions from the National Assessment of Educational Progress, to measure 
participant’s economic literacy. The questions in the assessment that quantified consumer 
sentiment came from the University of Michigan Survey Research Center’s Index of 
Consumer Sentiment. The Index of Consumer Sentiment is comprised of five questions 
that captures how participants feel about their current finances, how participants feel 
about their finances a year from now, how participants feel about economic conditions a 
year from today, how participants feel about the direction of the economy five years from 
today, and lastly, whether or not it is a good time to purchase a major household item. 
The responses to these five questions can be positive, negative, or neutral and received a 
relative score of 200, 0, or 100, respectively, in its calculation. According to the 
University of Michigan (as cited by Dominitz & Manski):  
The Index of Consumer Sentiment is calculated using the following formula, in 
which the component questions (X1...X5) are listed below. The relative scores of 
the five component questions are used in the equation and are defined as the 
percent giving favorable replies minus the percent giving unfavorable replies, plus 
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100. Each relative score is rounded to the nearest whole number. The denominator 
of the formula is the 1966 base period total of 6.7558, and added constant (n) is to 
correct for sample design changes from the 1950s. Prior to December 1981, 
n=2.7; for December 1981 and after, n=2.0. (Dominitz & Manski, 2003) 
The formula for the Index of Consumer Sentiment is as follows:  
ICS = 
               
      
 + n 
The numerator in this formula corresponds with the questions below:  
   =  “We are interested in how people are getting along financially these days. Would 
you say that you (And your family living there) are better off or worse off 
financially than you were a year ago?” 
   =  “Now looking ahead -- do you think that a year from now you (and your family 
living there) will be better off financially, or worse off, or just about the same as 
now?” 
   =  “Now turning to business conditions in the country as a whole -- do you think that 
during the next twelve months we’ll have good times financially, or bad times, or 
what?” 
   =  “Looking ahead, which would you say is more likely -- that in the country as a 
whole we’ll have continuous good times during the next five years or so, or that 
we will have periods of widespread unemployment or depression, or what?” 
   =  “About the big things people buy for their homes -- such as furniture, a 
refrigerator, stove, television, and things like that. Generally speaking, do you 
think now is a good or bad time for people to buy major household items?” 
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According to the University of Michigan, these are also the same questions that 
are used for the Index of Current Economic Conditions (ICC) and of the Index of 
Consumer Expectations (ICE). The Index of Current Economic Conditions utilizes the 
first and last of the aforementioned questions (          , while the Index of Consumer 
Expectations utilizes the second, third and fourth questions highlighted above 
(         . Although the Index of Consumer Sentiment consolidates both consumer 
expectations and expectations of current economic conditions, if one wanted to separate 
the two indexes, the formulas are as follows:  
 
ICC = 
      
      
 + 2.0 
ICE = 
         
      
 + 2.0 
 
 The five questions in the Index of Consumer Sentiment were included as part of a 
larger survey (not to exceed fifteen minutes), which captured participants’ state of 
residence, political affiliation, religious affiliation, general demographic information, as 
well as a few questions that identified participants’ economic literacy. Questions about 
news network preferences were also asked. It was understood that if the data show any 
one particular news source preferred by participants resulting in high frequencies of 
pessimism towards the state of the economy, perhaps those sources could be held 
accountable for artificially influencing consumer decisions, and economists can quantify 
the economic damage their negative portrayals cause to the economy overall.  
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Survey 
 The survey developed was 45 questions in length and asked participants general 
demographic questions, questions that measure their economic literacy, questions about 
their experiences with foreclosure, bankruptcy, and layoffs; and questions that captured 
their consumer sentiment index. The 45 questions and the questions’ rationale at the point 
of development are highlighted below: 
1. Please provide your current U.S. State of residence? 
Rationale: It is important to know what state participants are from, to discover if 
there exists a relationship between participant state of residence and consumer 
sentiment. Perhaps there are certain things that take place in participants’ states in 
particular which cause increases and decreases in consumer sentiment. The data 
may demonstrate that there is prevalent pessimism among some states when 
compared to others. Participants type in their responses.  
 
2. What is your political affiliation? 
Rationale: The question is asked to see if there is a relationship between certain 
political affiliations and consumer sentiment. Possible responses include: 
Republican, Democrat, Independent, No Party Affiliation, I decline to respond, or 
‘other’, and participant can type in their response.  
 
3. What is your religious affiliation? 
Rationale: There may be prevalence of high pessimism or optimism among 
certain religions. If the data show a relationship between consumer sentiment and 
certain religions, this will allow others in the field to conduct studies to 
understand why some religions tend to be more optimistic or pessimistic when it 
comes to consumer sentiment and why they are most vulnerable when compared 
to the rest of the sample. Selections include: Islam, Jewish, Christian (all 
denominations), Catholic, Atheist, Buddhist, Hinduism, I decline to respond, or 
‘other’, and participant can type in their response.  
 
4. What is your gender? 
Rationale: Consumer pessimism or optimism may be more frequent in one type of 
gender identity. Unlike traditional gender questions that ask participants if they 
are male or female, the survey also includes transgender, I decline to respond and 
other/please type, so as to be sensitive to the fact that there are transgender 
individuals and others who may not particularly identify with only male and only 
female genders.  
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5. What is your age? 
Rationale: The participant’s age is an interval-ratio variable used to apply the 
Spearman’s rho statistical test to identify if there is a correlation between 
consumer sentiment and age. In lieu of asking participants for a specific age 
range, the survey asks participants to type in the response so the data can rank 
participants by age. Participants type in their age in lieu of selecting ‘ranges’.  
 
6. What is your highest level of education completed? 
Rationale: Education is an ordinal value that is used to identify if there exists an 
incremental or decreasing connection with consumer optimism or pessimism. 
Participants select one of the following: less than high school education, high 
school, GED, some college, Associates college degree/2-year degree, Bachelors 
college degree/4-year degree, Master’s degree, Doctoral degree, Professional 
degree (JD, DDS, DO, MD, OD, etc.) 
 
7. To the nearest thousand, what is your income before taxes? For example, if your 
income is $44,989, please round up to $45,000. 
Rationale: Having participants type in their income before taxes allows the 
application of Spearman’s rho to see if there is a correlation with consumer 
sentiment and personal income. Having participants type in their responses allows 
for easy ranking of participant income groups. Participants type in their response.  
 
8. To the nearest thousand, what is your total household income before taxes? For 
example, if your household income is $97,011, please round down to $97,000.  
Rationale: Household income, like participant’s income, helps unravel 
correlations between income and consumer sentiment. Participants type in their 
response.  
 
9. To the nearest whole number, please tell me your estimated discretional income 
per month. Discretional income is the money you have left over, after all 
household expenses and bills have been paid. 
Rationale: Despite the fact that some people may perceive a ‘six figure’ and up 
salaries as people who are wealthier than most, it may be the case that the head of 
the household’s income is actually the only income, which must be divided 
among other members of the household as needs and wants increase; which is 
why the survey also asks participant’s monthly estimated discretionary income, 
because this is the amount of income that is available to purchase additional 
goods and services beyond what is needed. Participants type in their responses.  
 
10. What is your current marital status? 
Rationale: With respect to marital status, the survey includes the classical 
responses, but also includes ‘engaged’ as one of the options. It may be the case 
that engaged participants, who look forward to a big event in their lives are overly 
optimistic about the state of the economy. Likewise, perhaps divorced participants 
feel most pessimistic about the state of the economy, due to the financial 
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implications that come about after a divorce. Selections include: single/never 
married, engaged, married, separated/not divorced, divorced, widowed. 
 
11. Including yourself, how many people are in your household? If you are a college 
or university student living on campus, please do not include roommates as 
household. 
Rationale: This question asks specifically about the household size. It is critical to 
learn about household size because if the head of household’s personal income 
matches household income and the household size is 1, then that means that this 
income being reported is spent (in terms of the household), only on one person, 
and this may be a great opportunity to apply the Spearman’s rho correlation 
coefficient, given that this is an interval-ratio variable. Participants type in their 
response.  
 
12. Tell me about your race and ethnicity. How do you identify yourself? 
Rationale: This question asks the participant to report their own self identified 
race and ethnicity. It would be invaluable for participants to self-identify as 
‘Black-Bahamian’ or ‘White-South African’. When people complete this question 
in a multiple choice format, it can be confusing for some, which is why the survey 
allows participants to type in the response in lieu of selecting from a few set of 
criterion as most assessments do. Someone, for example, who is Danish, might 
only be able to select “white”, but in terms of our American society, they may not 
identify with the “white” that we mean when we think “white”. Also, if someone 
is “Asian”, they could also be “Russian”, which can also be “white” for some, and 
not what most people think Asian people are. The same holds true for “African-
American”, because there could be White African Americans, who aren’t black, 
which is what most people would tend to think – that all African-Americans are 
black. The purpose of asking this question is not to find a connection between 
race/ethnicity and consumer sentiment and the vulnerabilities that apply to these 
groups of people that cause economic pessimism and optimism; but rather to see 
how the consumer sentiment incrementally coincides with how they identify 
themselves in this economy. Participants type in their response.  
 
13. The man in this picture is being arrested (in the gray suit), can you tell me his 
name and briefly, why he is being arrested? 
Rationale: The man in the picture below is Bernie Madoff. One of the Wall Street 
criminals (and former chairman of the Securities Exchange Commission) who 
stole millions of dollars and produced fictitious statements to investors who were 
relying on his company and his subsidiaries for retirement; some of whom lost 
everything. He was imprisoned for fraud. This question is asked as one of eleven 
questions that measure level of economic literacy. Participants either type in a 
name, or will type, “I don’t know”.  
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14. Please tell me the name of the man in this picture and the organization he 
represents. 
Rationale: The man in the picture below is former chairman of the Federal 
Reserve Bank, Alan Greenspan. Just as in question number 13, the purpose of this 
question is to measure economic literacy. Participants type in their response, or 
will type, “I don’t know”.  
 
15. Please tell me the name of the man in this picture and the organization he 
represents. 
Rationale: Just like questions 13 and 14 above, this question is designed to see if 
participants know who the most recent chairman of the Federal Reserve Board 
was (Dr. Ben Bernake). A question that reveals if participants know who is in 
control over the interest rates of the credit they owe to their financial institutions 
and who makes those decisions on interest rates in the country. Participants type 
in their response, or will type, “I don’t know”. 
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16. In terms of economics, what does ‘GDP’ stand for? 
Rationale: GDP stands for Gross Domestic Product. Students at the high school 
level should know the answer to this question. This question’s purpose is to gauge 
participant economic literacy. Participants type in a response or will type, “I do 
not know”.  
 
17. In terms of economics, what does ‘CPI’ stand for? 
Rationale: CPI stands for Consumer Price Index. This is the economic measure 
that dictates inflation. This is a question that helps in measuring participant’s 
economic literacy. Participants type in a response or type, “I do not know”. 
 
18. Economically speaking, off the top of your head, can you tell me what inflation 
means or what comes to mind when you hear the word inflation? 
Rationale: Asking participants what they think inflation means is another question 
that reveals if participants understand basic economic principles. It is important to 
note that in lieu of having multiple-choice answers, the survey allows participants 
to either type in what they think inflation is, or simply type that they don’t know 
what inflation is. If the survey displayed 4 possible answer choices (A-D), there is 
a 25% chance that participants will guess the right answers if they just pick any 
one without really looking at the definition at all. To prevent this, the participants 
don’t have an answer selection for this or most of the questions that measure 
economic literacy. Any acceptable response would be one where participants 
discuss rising prices of goods and services, a decrease in the value of the dollar, 
an increase of money in circulation, a decrease in the income-to-expense ratio, 
etc. Participants type a response or type, “I do not know”.  
 
19. How many quarters of a decline in GDP is necessary for there to be a recession? 
Rationale: A 2-quarter drop in GDP (Gross Domestic Product) is called a 
recession. Recession is a word that many news viewers associate with as a ‘bad 
thing’ economically speaking. Participants are given 11 answer choices since their 
answer is a number, so they have under a 10% chance of getting the answer 
correct if they guess at random. Also, assessment takers who randomly guess on 
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these assessments might typically choose a number in the middle and not right at 
the top. Participants select one of the following: 1 quarter, 2 quarters, 3 quarters, 4 
quarters, 5 quarters, 6 quarters, 7 quarters, 8 quarters, 9 quarters, 10 quarters, 11 
or more quarters.  
 
20. Please refer to the chart below titled “Dara’s Shop”. Assume that the daily wage 
of a worker at Dara's Shop is $100 and that labor is the only cost of production at 
the shop. To earn the largest profit, how many workers should Dara hire? 
Rationale: The National Assessment of Educational Progress, a U.S. Department 
of Education survey that measures economic literacy of 12th graders, granted 
permission to use this question. This is one of their sample questions from the 
2012-2013 assessment. The answer is 2 workers. Participants select one of the 
following responses: 1, 2, 3, 4, or ‘I don’t know’.  
 
 
 
 
 
21. Please refer to the chart below titled “Digital Camera Market”. According to the 
graph [below], which of the following is the equilibrium price for digital 
cameras? 
Rationale: The National Assessment of Educational Progress, a U.S. Department 
of Education survey that measures economic literacy of 12th graders, granted 
permission to use this question. This is one of their sample questions from the 
2012-2013 assessment. The answer is $400. Participants select one of the 
following: $200, $300, $400, $500, or ‘I don’t know’. 
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22. Which of the following actions can the Federal Reserve take to reduce 
inflationary pressures in the United States? 
Rationale: The National Assessment of Educational Progress, a U.S. Department 
of Education survey that measures economic literacy of 12th graders, granted 
permission to use this question. This is one of their sample questions from the 
2012-2013 assessment. This question also measures participant’s economic 
literacy and knowledge of the government’s role in our economy. The answer is 
‘increase interest rates’, which is what the Federal Reserve mainly works with – 
interest rates. Participants select one of the following: Increase government 
spending; Increase the money supply; Increase interest rates; Increase taxes, or ‘I 
don’t know’.  
 
23. Suppose that the value of the Japanese yen declines relative to the United States 
dollar in foreign exchange markets. United States exports to Japan and United 
States imports from Japan are most likely to change in which of the following 
ways? 
Rationale: The National Assessment of Educational Progress, a U.S. Department 
of Education survey that measures economic literacy of 12th graders, granted 
permission to use this question. This is one of their sample questions from the 
2012-2013 assessment. If the value of a currency lowers relative to another 
country, that other country can buy products at a seemingly ‘discounted’ price 
since their money is now worth more; the answer is C – US Exports to Japan 
would decrease (because it would cost more Yen to buy the same product) and 
Imports from Japan would increase, since their product is now cheaper to buy. 
Participants select one of the options below; the answer is c. Participants may also 
select ‘I don’t know’.  
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24. We are interested in how people are getting along financially these days. Would 
you say that you (And your family living there) are better off or worse off 
financially than you were a year ago? 
Rationale: This is one of the five questions asked by the University of Michigan’s 
Index of Consumer Sentiment. One cannot change the verbiage or the underlining 
of the questions, and this question in particular measures participant’s current 
perceptions. Participants select one of the following: better off, worse off, about 
the same.  
 
25. Now looking ahead -- do you think that a year from now you (and your family 
living there) will be better off financially, or worse off, or just about the same as 
now? 
Rationale: This is one of the five questions asked by the University of Michigan’s 
Index of Consumer Sentiment. One cannot change the verbiage or the underlining 
of the questions. This question measures participant’s expectations. Participants 
select: better off, worse off, about the same. 
 
26. Now turning to business conditions in the country as a whole -- do you think that 
during the next twelve months we’ll have good times financially, or bad times, or 
what? 
Rationale: This is one of the five questions asked by the University of Michigan’s 
Index of Consumer Sentiment. One cannot change the verbiage or the underlining 
of the questions. This question measures participant’s short-term expectations into 
the future. Participants select: good times financially, bad times financially, or 
about the same.  
 
27. Looking ahead, which would you say is more likely -- that in the country as a 
whole we’ll have continuous good times during the next five years or so, or that 
we will have periods of widespread unemployment or depression, or what? 
Rationale: This is one of the five questions asked by the University of Michigan’s 
Index of Consumer Sentiment. One cannot change the verbiage or the underlining 
of the questions. This question measures participant’s long-term expectations into 
the future. Participants select: good times, bad times, or about the same.  
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28. About the big things people buy for their homes -- such as furniture, a 
refrigerator, stove, television, and things like that. Generally speaking, do you 
think now is a good or bad time for people to buy major household items? 
Rationale: This is one of the five questions asked by the University of Michigan’s 
Index of Consumer Sentiment. One cannot change the verbiage or the underlining 
of the questions. This question measures participant’s current perceptions. 
Participants select: good time, bad time, or about the same.  
 
29. If our economy continuously declines over the next few years, what is the percent 
chance that you think people with no means will begin to steal and break the law 
to obtain their basic needs items? 
Rationale: The purpose of this question is to gauge whether or not participants 
feel that people will put their moral values and social values aside to obtain the 
goods that they need for survival by breaking the law. The question asks to 
present a response as a percent chance. This question measures participant’s trust 
in others around them. It is expected that in states with higher crime, theft, 
unemployment and murder rates, participant’s reported percentages for this 
question may be higher. Participants type in a percent chance for this question.  
 
30. What is your mother’s highest level of education? 
Rationale: This question asks for mother’s level of education to identify if this 
has an impact on the participant’s overall consumer sentiment. If it does, then 
others in the field can perform more in depth analysis to better understand why 
that is. Participants select one of the following: less than high school education, 
high school, GED, some college, Associates college degree/2-year degree, 
Bachelors college degree/4-year degree, Master’s degree, Doctoral degree, 
Professional degree (JD, DDS, DO, MD, OD, etc.) 
 
31. What is your father’s highest level of education? 
Rationale: This question asks for father’s level of education to see if this has an 
impact on participant’s overall consumer sentiment. If it does, then others in the 
field can perform more in depth analysis to better understand why that is. 
Participants select one of the following: less than high school education, high 
school, GED, some college, Associates college degree/2-year degree, Bachelors 
college degree/4-year degree, Master’s degree, Doctoral degree, Professional 
degree (JD, DDS, DO, MD, OD, etc.) 
 
32. What is your employment status? 
Rationale: This employment status question is unique. Generally, the categories 
for similar surveys are: employed and unemployed, and it ends there. It is 
recognized that there may be some part-timers who are not looking for full time 
work, some full timers who quit to do other things with their life and are not 
looking for employment, or those who simply have not sought work because they 
are in an advanced area of study (such as medicine, law, pharmacy, etc.) among 
other reasons. Currently (as research has implied), employment statistics may be 
skewed because of the fact that it is unclear if an unemployed person is actually 
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looking for job or if they are content with their current employment status. This 
study includes separate categories for full time versus part time and unemployed 
categories to identify who has the most economic pessimism and optimism and 
better understand why that is. Participants select one of the following: 
unemployed & not searching for a job; unemployed & actively searching for a 
job; Employed part time & seeking full time employment; Employed part time & 
not seeking full time employment; Employed full time. 
 
33. If you and your household were unable to obtain employment and you realize that 
unemployment continues to rise, what is the percent chance that you will steal or 
break the law in order to provide basic needs for you and your family? Please 
briefly explain your justification. 
Rationale: Similar to question 29, the purpose of this question is not so much to 
try to label participants or foreshadow that participants are willing to commit a 
crime or break the law, but rather to see if there are higher percentages among 
respondents with lower consumer sentiment indexes and lower trust among others 
who live in their vicinity. This is an ideal opportunity to apply Spearman’s rho, 
since it is an interval-ratio variable. Participants will type in their percent change 
and will justify answer in text box.  
 
34. On average, how many hours per week do you watch television? 
Rationale: This question is another interval ratio variable that seeks to identify if 
there exists prevalent economic pessimism among people who watch more 
television than others, who may become aware of unemployment statistics, who 
watch shows that depict crime, unemployment and hunger, among other societal 
problems that derive from financial constraints. Participants type in number of 
hours.  
 
35. How many hours per week do you spend watching the news on TV or reading it 
online? 
Rationale: Of all the time that participants spend watching television, the data will 
show how many of those hours are spend becoming informed about the world 
around them by watching/reading the news. Perhaps, as Dr. Eva Mueller found in 
the mid 1900s, it will still hold true today that simply by being aware of 
unemployment, that this alone has the ability to increase consumer pessimism in 
the market. Participants type in a number.  
 
36. Of all major news networks, which of these do you spend watching the most on a 
weekly basis or reading online? 
Rationale: The study includes this question, because there may be some news 
networks that discuss a negative state of the economy, more frequently than 
others. Since it has been discussed in the past that the media has a tremendous 
impact on how viewers perceive the world, if the media wanted to increase or 
decrease consumer sentiment, technically, it could. If the data show that there is 
an overwhelming correlation between a certain news networks and consumer 
sentiment that is hyper-inflated, then regulating authorities can perhaps take 
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measures to ensure that the news networks are accurately depicting the actual 
state of the economy. Participants select from the following choices: CNN, 
MSNBC, Fox News, Bloomberg, HLN, NBC, ABC, Telemundo/Univision 
(Spanish), Other/Please type.  
 
Please respond to each with a ‘yes’ or ‘no’ answer:  
37. Have you personally experienced foreclosure? 
38. Have you personally experienced bankruptcy? 
39. Do you have a close friend or relative who has undergone foreclosure? 
40. Do you have a close friend or relative who has undergone bankruptcy? 
41. Have you personally lost your job or have been laid off? 
42. Do you have a close friend or relative who has lost their job or has been laid off? 
Rationale: The purpose of this question is to identify if participants or someone 
who is close to them have experienced foreclosure, being laid off from a job or 
bankruptcy. All of these are evident ‘bad’ scenes for participants. The data will 
reveal if there is a difference between actually experiencing these events and 
simply knowing someone close whom this has happened to, and the 
corresponding consumer sentiment index.  
 
43. Speaking specifically of your neighborhood, do you feel that people are safe 
walking around alone? 
Rationale: This question asks if participants feel safe walking alone in their own 
neighborhoods. It is expected that the responses of those participants from 
Wyoming will be different than those from Michigan or Illinois. Perhaps those 
participants who feel safer in their neighborhoods are the ones with the highest 
consumer sentiment indexes; the data will find correlations or disprove this 
hypothesis. Participants select: Always, Most of the time, Sometimes, Neutral, 
Never.  
 
44. What is the percent chance that you think government officials will make the 
economy better in the years to come?  
Rationale: This question asks if participants feel they can trust their government 
to fix the economic situation or not. Level of trust in the government may 
correlate with consumer sentiment. If trust in the government is low, consumer 
sentiment may be low, and vice-versa. Participants type in a percentage.  
 
45. What does the ‘American Dream’ mean to you? 
Rationale: This final question is asked to compare responses among participants 
to see if they are any key words that stick out when “American Dream” is 
mentioned. Some key words expected are: Family, House, Car, Job, Money, 
Retirement, Travel and Safe. For those who have a negative outlook on what the 
American Dream means to them, it is expected that these participants have a 
lower consumer sentiment index when compared to the rest of the population. 
Participants type in their responses.  
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The results for the aforementioned questions are analyzed through a theoretical 
model of analysis created called “The Cycle of Aggregate Sentiment”. The model 
essentially illustrates that there are specific externalities and variables (a, b, c...) that are 
more correlated with and have the ability to influence aggregate sentiment among the 
masses. Consumer sentiment causes people to make decisions (buying versus saving), as 
illustrated in the literature. Consumer’s collective willingness to spend and save has a 
direct impact on supply and demand. If there is aggregate willingness among consumers 
to purchase goods and services, then suppliers can confidently supply without concerning 
themselves too much about excess inventory. On the contrary, if consumers are 
pessimistic about the state of the economy and there is a prevalent tendency to save in 
lieu of spending money on durable goods, then suppliers will supply less, because the 
demand is not there. This causes an impact on the Consumer Price Index (CPI) and on the 
nation’s Gross Domestic Product (GDP). The Consumer Price Index is essentially a 
snapshot of the prices paid for the “basket of goods”, and is an indicator of inflation if 
costs are rising. However, if consumers are pessimistic about the state of the economy 
and they aren’t spending money, then the Consumer Price Index will be impacted 
because those consumers didn’t purchase those discretionary goods. Perhaps, since there 
was a decreased demand for the product(s) captured in the Consumer Price Index, then 
suppliers lower their cost to reduce their inventory and overhead expenses. There is also 
an impact to the Gross Domestic Product of the nation because if producers are not 
producing because consumers are not consuming, then this will be evident in a decrease 
in national production. If there is no need for production, then this has an impact on many 
other areas in our society. The Cycle of Aggregate Sentiment analytical model developed 
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and utilized in this context, illustrates that some of the things that “trickle down” onto 
society after changes in aggregate sentiment take place include: changes in interest rates, 
changes in inflationary rates, variations in employment (because if production is not 
needed, then labor is not needed and workforce is thereby reduced to save costs), 
decreases in resources to municipalities cause changes in crime rates (since humans use 
means to justify ends), as well as impacts to the local economy and housing markets. All 
of these “trickle down” consequences of consumer sentiment are then ‘captured’ by the 
media and are presented to consumers; one of the variables the literature reaffirms, plays 
a significant role in influencing consumer sentiment, just like variables and externalities 
a, b, c, etc.  
 
Variables 
 The variables used in this dissertation are numerous. There are numerous 
variables due to the fact that it is not known what those specific variables are that are 
correlated with the masses’ perception of the state of the economy. Multiple variables 
were used to test the correlations between the variables themselves and the perceived 
state of the economy. The variables included in this dissertation and data collected from 
all participants in the sample population include gender identity, sexual orientation, 
employment status, income, highest level of education, parent’s highest level of 
education, marital status, age, state of residency, religion, political affiliation, race/ethnic 
identity, hours of TV watched on average, news network preference, monthly 
discretionary income, safety and fear in one’s neighborhood, experiences with 
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foreclosure, bankruptcy and layoffs, and questions that measure participant’s level of 
economic literacy.   
Although some of these variables may seem as though they have absolutely 
nothing to do with alterations in someone's perceived state of the economy, the objective 
was to better understand whether or not the participants understood what the economy is, 
and how they feel about the economy overall. The survey also asked participants quiz-
like questions such as, "what does GDP stand for" and "what does CPI stand for”. The 
purpose of these quiz-like questions was to identify whether or not people understand 
basic economic terminology and if those who understand the economy or those who do 
not understand it are the ones who feel most negatively about the economy.  
 
Statistical Methods 
The analysis of the data collected was uploaded to SPSS. The Spearman’s rho 
correlation coefficient was used to identify relationships between each variable and 
participants’ sentiment (using the ICS) towards the state of the economy as well as 
correlations between sentiment towards the state of the economy and economic literacy. 
This is achieved after identifying how people feel about the state of the economy and 
then ranking the participants based on their economic literacies and other variables. The 
Spearman’s rho correlation coefficient provides a positive or negative association 
between variables. It also may aid in inferring, for example, the longer an unemployed 
person watches the news, the less confident they will feel about the state of the economy. 
Understandably, there are other statistical methods that can be used, however, just as 
Ludvigson implied in her study, there are some flaws in the way that we quantify our 
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economy. The variables used consisted of interval-ratio, ordinal, and nominal values. 
Spearman’s rho does not require changes or outlier removal among interval ratio and 
ordinal variables. In instances where the Spearman’s rho correlation could not be used, 
cross sectional analysis of the mean consumer sentiments were employed. Lastly, the 
analysis determines which variables, externalities and individual characteristics lead to a 
negative perception toward the economy and if participants’ economic literacy plays a 
role in determining consumer sentiment.  
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CHAPTER IV: RESULTS 
Introduction 
The 45-question survey consisted of questions that encapsulated participants’ 
general demographic information, information about their income, an 11-question quiz 
that helps to better understand the participants economic literacy, questions regarding 
their personal experiences with bankruptcy, foreclosure, and layoffs, a few perception 
based 'percent chance' questions, and the five main questions from the University of 
Michigan Survey Research Center's Index of Consumer Sentiment. The survey period ran 
from January 24, 2014 and was officially closed on March 7, 2014 for data collection and 
analysis.  
Descriptive Statistics 
States Represented in the Sample 
A total of 731 participants from all states in the United States (including 
Washington DC and Puerto Rico) consented to take the survey, with the exception of 
North Dakota, which had zero participants. Participants were encouraged to forward the 
survey to others within their state and were advised that if they were able to secure 10 
other participants from their state, they would be included in the acknowledgments 
section of the study if they would like to be listed. This form of encouragement may be 
the cause for the nationally representative sample obtained. Of these 731 participants, 535 
participants completed the survey in its entirety. 196 participants of the 731 did not 
complete the survey in its entirety, and therefore, to prevent any statistical skewness, 
spurious or misleading results, these participants were not included in the analysis. By 
removing the 196 participants from the sample analyzed and leaving the 535 who did 
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complete the survey, all states in the US with the exception of North Dakota and Vermont 
are represented in the sample. The states that had between 1 and 5 participants include: 
Alabama, Hawaii, Louisiana, Maine, Alaska, Michigan, Mississippi, Montana, Nevada, 
Oklahoma, Oregon, Rhode Island, South Carolina, Tennessee, Utah, Washington, West 
Virginia, Wisconsin, Wyoming, and Puerto Rico (as a U.S. territory). The states that have 
between 6 and 10 participants were: Kansas, Kentucky, Missouri, New Hampshire, 
Arizona, New Jersey, New Mexico, North Carolina, Pennsylvania, Arkansas, Texas, 
Washington DC (as Capital), and Delaware. The states that were more strongly 
represented in the sample and had more than 10 participants were: Georgia, Idaho, 
Illinois, Indiana, Iowa, Maryland, Massachusetts, Minnesota, Nebraska, New York, Ohio, 
South Dakota, Virginia, California, Colorado, Connecticut, and Florida. It is important to 
note that the state with the highest number of participants in the sample is the state of 
Florida, with 144 participants. The rest of the sample has 28 participants per state or less.  
 
Political Affiliation 
Participants were asked to identify their political affiliation. The answer choices 
included: Republican, Democrat, Independent, no party affiliation, decline to respond, 
and other. Of the 535 participants in the sample, 15% identify with the Republican Party, 
48% identify with the Democratic Party, 14.4% selected independent, 17.8% selected no 
party affiliation, 1.5% selected ‘decline to respond’, and 3.4% selected ‘other’. 
Respondents who selected ‘other’ were given the chance to elaborate, which included the 
following responses: the Green party, Libertarian, tea party, progressive, anarchist, and 
conservative.  
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Religious Affiliation 
 Participants were asked to select their religious affiliation. Selections included: 
Islam, Jewish, Christian (all denominations), Catholic, atheist, Buddhist, Hindu, ‘I 
decline to respond’, and ‘other’. The largest religion represented in the sample is 
Christian (all denominations), which represents 38.3%. The Catholic religion follows, 
with 26.9% of the sample. 14.6% of the participants selected ‘other’ and were given the 
opportunity to elaborate. Some of these responses included: theism, Wiccan, humanist, 
pagan, shamanism, heathenism, agnosticism, no religious affiliation, voodoo, interfaith, 
Native American religion, Baha'i, and Unitarian Universalist. 9.7% of the sample 
identified as atheist, 4.7% Jewish, 1.3% Islam, 1.1% Buddhist, 0.6% Hindu, and 2.8% 
decline to respond.  
 
Gender Identity 
 Traditionally, when participants are asked to identify their gender they are given 
two choices: male or female. Given that our modern times is now embracing the 
realization that multiple gender identities exist, and in order to remain as gender-neutral 
as possible as a social scientist, participants were given several choices for the gender 
question. Participants could select from one of the following options: male, female, 
transgender, other, or ‘I decline to respond’. 29.2% of the sample identified as male, 
69.9% identified as female, 0.6% selected transgender, 0.2% selected decline to respond 
and 0.2% selected ‘other’.  
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Level of Education 
 Initially, level of education was separated into different categories to better 
understand where the participants’ education ended. However, for the purposes of being 
able to analyze level of education as an ordinal variable, the first and last selections were 
combined. Possible answer choices included: high school or GED, some college, 
Associates college degree/2-year degree, Bachelors College degree/4-year degree, 
Masters degree, or doctoral/professional degree, which includes Ed.D, Ph.D, D.Phil, 
D.Div, JD, DDS, DO, MD, OD, etc. 42.6% of the sample population indicated that their 
highest level of education was a Masters degree. 23.9% selected bachelor's degree, 13.1% 
indicated a doctoral/professional degree. 11.4% of the sample population selected ‘some 
college’, 5.6% completed an associate's degree and 3.4% completed up to high school or 
its equivalency.  
 
Marital Status 
 Traditionally, when questions are asked on surveys regarding marital status, the 
survey separates participants into single, married, or divorced categories. Some surveys 
may even ask if the participant is widowed. Given that the aim of this study was to 
identify the factors and characteristics that influence aggregate sentiment, it was 
important to understand the participant as much as possible. For example, one can 
speculated that engaged participants are more optimistic than others, since they have a 
positive, exciting and optimistic event to look forward to. Moreover, engaged participants 
may experience confusion and be uncertain about whether to select if they are single or 
married. Technically, if a participant is engaged, they are not married yet and therefore 
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single. However, a participant may recognize that they will be married soon, and as such 
indicate that they are married, when in fact they are not married yet, but they do not 
identify with ‘single’ per se. In this study, participants were able to select one of the 
following options: single/never married, engaged, married, married but separated/not 
divorced, divorced, and widowed. 43.4% of the sample population identified with 
single/never married, 40.4% selected married, 6.7% revealed that they were engaged, 
6.7% selected divorced, 1.7% indicated that they were married and separated but not yet 
divorced, and 1.1% indicated that they were widowed. 
 
Household Size 
 Participants were instructed to type in the number of persons in their household, 
and were advised that if they happen to be a college or university student residing in a 
dormitory, to not count their roommates as part of their household. The responses ranged 
from “0” to “12” persons in the household. The majority of the sample population, 
37.2%, indicated that they have a household size of 1, followed by 28.4% who stated that 
their household size is 2 persons. 12.5% have a household size of 3, 12.3% a home of 4, 
5.8% a home of 5. 1.5%, 1.3% and 0.4% represents answers of 0, 6, and 7 people in the 
household, respectively. One participant indicated a household size of 12, one participant 
responded 8, and one responded 2.8, which may be indicative of a small child in the 
home, presently or forthcoming. Nonetheless, the descriptive statistics are clear in 
showing that the majority of the sample has a household size of 1 or 2 persons, followed 
by 3 or 4 in the household.  
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Economic Literacy Quiz 
 The study asked participants 11 questions to get a better understanding of how 
economically literate they are. The quiz scores were added and divided by 11, so that the 
economic literacy of the participants could be ranked and analyzed against other 
variables. The first three questions presented pictures of Bernie Madoff, Alan Greenspan 
and Ben Bernake, prominent figures that represent the economy in both good and bad 
ways and have been shown in the news frequently over the last decade. Participants were 
asked to type in the name of the person in the photograph and which entity they 
represent.  For the Bernie Madoff photograph, participants were asked to state why he is 
being arrested in the image. If participants got the answer correct, they received a full 
point, for half-correct answers, they received a half-point, and if they were incorrect in 
their response or if they typed in “I don’t know”, participants earned zero points for that 
question. The type-in question was used as a preference over multiple choice questions to 
prevent participants from guessing the answer correctly, which would nullify the ability 
to truly know if the participant knows the correct answer. The following 3 questions 
similarly asked participants to type in the answer to the question, and asked participants 
to state what “GDP” stands for (Gross Domestic Product), what “CPI” stands for 
(Consumer Price Index) and what inflation means. The following 5 questions were used 
with permission from the National Assessment of Educational Progress/National Center 
for Education Statistics, under the U.S. Department of Education’s Institute of Education 
Sciences. These 5 questions are part of a larger assessment that the National Center for 
Education Statistics issues to high school seniors, to understand their economic literacy. 
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These 5 questions were in multiple-choice format; if the participant answered correctly, 
they received 1 point for that question.  
 The quiz scores for each participant ranged from 0% to 100%. The score with the 
highest frequency was 45%, which represents 14.2% of the sample, followed by the score 
of 36%, which represents 10.5% of the sample. 10.3% of the sample earned a score of 
55%, and 9% of the sample earned a score of 27%. On the higher end, 4.5%, 0.4% and 
0.7% of the sample earned scores of 90%, 95%, and 100%, respectively; while 0.2%, 
1.1%, 0.4% and 3% represented quiz scores of 0%, 9%, 13% and 18%. The normal 
distribution below shows that the average score was about 53%. 
 
Figure 1. Distribution of economic literacy scores. 
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Michigan Index of Consumer Sentiment 
 The individual index of each participant was used as the dependent variable in 
this study, given that over 50 years of data illustrate that the University of Michigan 
Survey Research Center’s Index of Consumer Sentiment is an excellent predictor of 
spending versus saving decisions among the masses. The Index of Consumer Sentiment 
has 5 main questions, 2 questions which ask participants about their perceptions 
regarding current economic conditions (as used in the Index of Current Economic 
Conditions) and the following 3 questions ask about participants’ feelings regarding 
future economic expectations (as used in the Index of Consumer Expectations). For each 
of these 5 questions, participants have three possible answer choices, an optimistic 
response, a neutral response, or a pessimistic response, which receive a relative score of 
200, 100 or 0, respectively. The sum of these 5 relative scores is divided by 6.7558, and 
then 2 is added, which is, according to the University of Michigan Survey Research 
Center, a constant used to correct sample design changes from the 1950s. The higher the 
score, the more optimistic the participant is about the state of the economy. The index 
scores ranged from 2 (all pessimistic responses) to up to 150 (all optimistic responses). 
The most frequent score in the sample was 105, which represents 16.4%, followed by 
scores of 90, 76 and 120, which represent 15.3%, 14% and 12.9% of the sample.  As 
illustrated in the normal distribution below, the average Index of Consumer Sentiment 
was 86.5, with most of the scores falling between 50 and 100.  
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Parent’s Level of Education 
 Participants were asked to identify their parent’s level of education, for both 
parents, in separate questions. The purpose of asking for parent’s level of education was 
to identify if there exists a relationship between consumer sentiment and this variable. 
The possible answer choices for this question were: less than high school, high school or 
GED, some college, Associates college degree/2-year degree, Bachelors college 
degree/4-year degree, Masters degree, Doctoral/Professional Doctorate degree (Ed.D, 
PhD, D.Phil, D.Div, JD, DDS, DO, MD, OD, etc) or ‘I don’t know’. The descriptive 
statistics show that 6.5% of participant’s mothers have less than high school education in 
Figure 2. Distribution of average scores from the five questions pertaining to the 
University of Michigan Survey Research Center's Index of Consumer Sentiment. 
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comparison to 9.2% for their fathers. 30.7% of the participants’ mothers have completed 
High School or a GED, in comparison to 24.5% for fathers. Regarding the category of 
‘some college’, 17% of the sample’s mothers reached this level of education in 
comparison to 14.4% for fathers. 8.2% of the sample’s mothers earned an Associate or 2-
year degree and 20.7% earned a Bachelor or 4-year degree, in comparison to the fathers 
of which 6.5% earned an Associates degree and 21.7% earned a Bachelors degree. 13.6% 
of the participants stated that their mothers earned up to a Masters degree while 11.8% 
replied that their fathers earned a Masters degree as their highest degree. Lastly, 
regarding the category of Doctoral or Professional Doctorate, 2.8% of the participants 
indicated that their mothers earned a terminal degree while 9.0% of their fathers have 
reached this far academically. 0.4% of the participants in this sample indicate that they do 
not know their mother’s highest level of education, while 3.0% represents the same for 
the fathers. The difference between the categories for highest level of education among 
participants’ mothers and fathers is minor, with the largest disparity being 7.2% in the 
Doctoral/Professional Doctorate category. 
 
Employment Status 
 Generally when participants take surveys, they are asked whether they are 
employed or unemployed. If the survey goes any further than that, it may even ask 
participants if they are employed part time as opposed to part time. This study took into 
consideration that there may be other factors that cause participants to be employed or 
unemployed. Unemployment is usually associated with bad financial times, but the 
reality is that people may be voluntarily unemployed. For example, a resilient high school 
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student may get a full scholarship to a prestigious university with a living stipend that 
will nullify the need for that student to work and earn an additional income. Perhaps this 
student moves on to medical school, for instance, which typically requires four years of 
school above the undergraduate degree, and a residency after graduation, which may last 
for many years. This student may not work at all until they reach their mid-twenties. In 
this example, this person is voluntarily unemployed, not because they are incapable of 
obtaining employment or because they were laid off, but rather because this person’s 
academic and professional plans do not require them to work, with the end-product being 
a well paying job as a physician, expectedly. In this study, participants had five possible 
answer choices for the employment status question: unemployed & searching for a job, 
unemployed & actively searching for a job, employed part time & seeking full time 
employment, employed part time & not seeking full time employment, and employed full 
time. The majority of the participants in the sample, 68.2%, indicated that they are 
employed full time. 13.1% of the participants are employed part time but are not seeking 
full time employment, 8% are employed part time and are seeking full time employment, 
6% are unemployed and not seeking full time employment, while only 4.7% are 
unemployed and seeking employment. One of the participants contacted the researcher of 
this study and indicated that they felt inclined to select ‘unemployed and not searching 
for a job’, but in reality, they are retired, and as such, the reason why they are not 
employed. This participant was asked to select ‘unemployed and not searching for a job’, 
since there was no category for retired persons. This is an example of why it is critical to 
collect more information regarding participant’s employment status, because aside from 
identifying whether they are employed full time or not, there are also reasons to justify 
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why that participant is employed or unemployed, and whether or not they are content 
with their current employment status.  
 
News Network Preference 
 Participants had a choice of nine possible answer choices when asked to select 
which of the major news networks they preferred to watch on television on read online. 
Possible answer choices were: CNN, MSNBC, Fox News, Bloomberg, HLN, NBC, ABC, 
Telemundo/Univision (Spanish), or ‘other’, and participants typed in their response. The 
purpose of asking this question was to identify if there is any prevalence of pessimism or 
optimism when it came to the state of the economy. Interestingly, most of the participants 
in the sample, 28.2%, selected ‘other’. It is evident from the answer choices that some 
participants recognize that there is bias in the reporting of news. Some of the responses 
typed in by participants for other news network included: Al Jazeera, BBC, NPR, CBS, 
local news, PBS, none, I read the news online, Comedy Central, the news is 
brainwashing, and “I try to switch between channels to get a more balanced perspective”. 
The second highest frequent news network preferred was CNN, with 23.9% of 
participants indicating that they preferred it, 12.1% prefer MSNBC, 12% NBC, 11.8% 
ABC, and 9.9% watch Fox News. Bloomberg and HLN both have 0.7% of the sample 
preferring it, and the least frequently watched news network by the sample was 
Telemundo/Univision (Spanish news networks), with 0.6% selecting it as a preference.   
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Experiences with Foreclosure, Bankruptcy and Layoffs 
 Dr. Eva Mueller, former Program Director of the Survey Research Center at the 
University of Michigan, conducted a study analyzing data collected from 1958 to 1963. 
Mueller’s study concluded by indicating that simply being aware of unemployment was 
enough to impact consumer confidence in lieu of undergoing the experience of becoming 
unemployed (Mueller, 1966). During this time period, people in the workforce had 
similar concerns as in our modern times, where people are concerned with outsourcing 
manufacturing jobs and globalization overall. However, in the late 50’s people were 
concerned that automation (computerization), would replace human jobs. Parallel to 
Mueller’s study, this study asked participants a six-part question, regarding their personal 
experiences with and knowledge of someone close to them, who have experienced 
foreclosure, bankruptcy or layoffs, to better understand if any of these are strongly 
correlated with aggregate optimism or pessimism towards the state of the economy.  
Participants were asked if they personally experienced foreclosure, bankruptcy 
and lay offs, as well as if they had someone close to them who has experienced these 
events. The responses were binary, and participants could only select “yes” or “no” for 
each question. 7.1% of the participants in this study indicated that they have personally 
experienced foreclosure, in comparison to 92.9%, who have not. However, 42.1% stated 
that they know someone close to them who has experienced foreclosure, while 57.9% do 
not. Similar differences were found when it came to bankruptcy. 7.7% of the sample 
personally experienced bankruptcy while 92.3% have not, yet 55.3% responded that they 
know someone who has undergone bankruptcy, and 44.7% do not. There is an evident 
difference when analyzing layoffs. 26% of the sample has personally experienced being 
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laid off, 74% has not; and 78.9% know someone close to them who has experienced a 
layoff, 21.1% does not.   
 
Neighborhood Safety 
 Participants were asked if they feel safe walking around alone in their own 
neighborhoods. This question was asked to reveal if participants feeling of safety in their 
own neighborhood were correlated with optimism or pessimism towards the state of the 
economy. Participants had five possible answers to choose from: Always, Most of the 
time, Sometimes, Neutral, and Never. The most frequent response, representing 52.1% of 
the sample was ‘Most of the time’, followed by ‘Always’ and ‘Sometimes’ which 
represented 32.9% and 12.7% of the sample, respectively. The least frequent replies were 
‘Neutral’ and ‘Never’, which each represent 1.1% of the sample.  
 
Trust that Government Will Help to Improve Economy 
 Participants were asked what percent chance they believe the government will 
help to improve the economy, and were able to type in a numerical response. This was 
done so as to avoid foreseeable skewness as a result of providing participants with a 
“range” of percentages. This also allowed for a true score that closely depicts the trust 
that participants have that the government will help to improve the economy. Answers 
ranged from 0% all the way to 100%. Out of the 535 participants, only 7 did not provide 
a response. Of the observable answers, it is evident that most people do not trust that the 
government will help to make the economy better in the future. 20.1% of the sample 
responded “50%”, 10.4% responded “0%” and only 2.5% responded “100%”. However, 
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between 0 and 100%, there were many different responses, such as 25%, 51%, 73%, 
77%, etc., in increments of 1. When divided into quarters, how the entire population 
responded is more evident. 44.8% of the population provided responses between 0% and 
25%; approximately 37.9% provided responses between 30% and 50%; 12.1% of the 
population responded between 51% and 75%, and only 5.4% had responses between 77% 
and 100%. Analyzing the data this way shows that most of the sample distrusts the 
government’s ability to make the economy better. The normal distribution below shows 
the average percentage reported, 34%, indicating that most participants do not trust that 
the government will help to improve economic conditions.  
 
 
 
Figure 3. Distribution of average responses for participant's perception of 
government's likelihood of helping to improve economic conditions. 
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Age 
 Participants were asked to type in their age, as opposed to selecting from an age 
range, which is a method employed in many survey style questions. The reason for this 
was to ensure that the participant’s true age was obtained so as to have a more accurate 
scatterplot to determine the relationship between age and sentiment. The youngest 
participant in the sample was 18 years old, and the oldest was 71. All 535 participants 
provided their age, the most frequent of which is 30. The normal distribution below 
shows that the average age was 35 years of age, with the majority of participants 
reporting ages between 20 and 40.  
 
Figure 4. Distribution of participant's age. 
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Income 
 Income related questions are frequently presented to participants in various types 
of surveys. In this study, income was asked in three separate questions. The reason for 
this was to have a better understanding of which income question is best to use when 
determining relationships between consumer sentiment and income. The first question 
participants were asked is what their personal income is before taxes. Out of the 535 
participants in this study, 8 participants declined to respond to this question. The 
responses for this question ranged from $0 to $1,000,000 per year. Having participant’s 
salary as a number as opposed to a range allows for more flexibility in the analysis. The 
three most frequent responses were $0, which represented 4.5% of the replies, $30,000, 
which represents 3.6% of the sample, and $45,000, which also represents 3.6% of the 
sample. When observing the sample longitudinally, 25.2% of the population earns under 
$23,000. 60% of the survey respondents reported incomes under $46,600. 10% of the 
participants earn between $92,000 and $1,000,000. It is important to note, however, that 
the difference between the highest response and second highest response is $745,000. 
With these outliers remaining in the sample, the normal distribution illustrates that the 
majority of the participants in the study earn between $0 and $100,000, with the mean 
income personal income reported approximately $49,000. When the outliers between 
$200,000 and $1,000,000 were removed however, it is clear to see that incomes under 
$70,000 are more frequently reported in the sample.  
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Figure 5. Distribution of average personal incomes reported. 
Figure 6. Distribution of average personal incomes reported, outliers removed. 
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In the second part of the income question, participants then typed in how much 
their total household income is. The purpose of asking this question was to smooth any 
statistical errors in simply collecting “annual income” of the respondent and correlating 
that figure with sentiment, which may improperly imply, for example, that participants 
who are in the poverty line perceive the economy in a certain way. Perhaps, respondents 
who previously indicated that they personally earn zero dollars, have other relatives, 
parents or other members of the household who earn an income. Similar to the previous 
income question, the answers ranged from $0 to $1,500,002. 50% of the sample had 
household incomes equal to or under $63,000. The top 10% of the sample reported 
household incomes of $150,000 or higher. Out of the 535 participants, all but 13 
responded to this question. The normal distribution of all responses below shows a mean 
of $83,530. When outliers between $500,000 and $2,000,000 are removed, it is evident 
that most participants have household incomes of under $100,000.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 7. Distribution of average household incomes reported. 
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The third part of the income question asked participants to type in their monthly 
discretionary income. It was explained that discretionary income represents the amount of 
money they have left over; after all monthly expenses have been paid. This question was 
important to the study, because if discretionary income is strongly related to consumer 
sentiment, then this demonstrates that discretionary income should also be collected. A 
participant who is the head of a household and earns an income of $100,000, for example, 
may have a lower discretionary income than someone who earns $50,000 and has no 
dependents. The earning potential of each participant may demonstrate a stronger and 
more accurate relation to sentiment.  
69.1% of the participants in this study report a discretionary monthly income of 
$1,000 or less. The top 10% of the sample report discretionary incomes between $3,000 
Figure 8. Distribution of average household incomes reported, 
outliers removed. 
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up to $30,000 per month. Some of the most frequent responses were $0, $200, $500 and 
$1,000, which represent 8.1%, 8.3%, 10.1% and 11.2% of the population, respectively. 
Out of the 535 participants in this study, all but 18 responded to this question. When 
outliers between $10,000 and $30,000 are removed, it is evident from the distribution that 
most participants in the study report monthly discretionary incomes of $1,000 or below.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 9. Distribution of average monthly discretionary incomes 
reported. 
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Perceptions of Increase in Crime in Turbulent Economic Times 
 Participants were asked to identify what they believed is the percent chance that 
people will break the law if unemployment and bad economic times persist. The purpose 
of this question was to identify if participants recognized or perceived that there is a 
relationship between unemployment, bad economic times, and an increase in criminal 
activity. Out of the 535 participants who completed the study, 22 chose to not respond to 
this question. Responses ranged from 0% up to 100%. The most frequent responses were 
50%, 20% and 10%, which represents 10.3%, 10.5% and 12.1% of the sample, 
respectively. 51.1% of the sample population reported responses between 0 to 25%, 
25.6% reported answers between 30% and 50%, while approximately 23% of the sample 
population provided responses of 53% or higher. The descriptive statistics illustrate that 
most of the sample population does not feel that crime will increase if unemployment and 
Figure 10. Distribution of average monthly discretionary incomes 
reported, outliers removed. 
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bad financial times increase. The normal distribution shows that on average, participants 
feel that there is a 35.6% chance that people with no means will steal and break the law in 
order to satisfy basic needs, provided the economy continuously declines. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Participant’s Willingness to Commit Crime in Turbulent Economic Times 
 Similar to the previous question, participants were asked to indicate their 
willingness to commit a crime, to provide basic needs for their family, if they become 
unemployed and have no other alternative. Participants were asked to type in a 
percentage, and to explain their justification. Responses ranged from 0% up to 100%. Of 
the 535 participants in this study, all but 14 responded to this question. The most frequent 
response was “0%”, representing 66.8% of the sample. Only 12% of the sample provided 
Figure 11. Distribution of average percent chance participants feel people 
will steal or break the law in bad economic times to provide for basic 
household needs. 
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responses between 50% up to 100%. Interestingly, of participants who reported a 0% 
chance that they would commit a crime, most of the justifications included participants 
indicating that they have other family to turn to for support, or that there are government 
programs that they could resort to. In contrast, participants who stated percent chances of 
75% or 100% indicated that they would do whatever it took to feed their children, in 
instances when relatives rely on medication for survival, and also provided justifications 
indicating that they felt that in moment of desperation, it is permissible to steal. Some 
participants also depicted resentment of the government’s usage of tax dollars to bail out 
financial firms that have been tried for systematically misleading investors and 
homeowners. The normal distribution below reveals that the mean percentage reported, 
illustrative of participant’s willingness to commit a crime to provide basic needs for the 
household is 10.8%. Interestingly, the curve is flatter than one would expect in a normal 
distribution, which is indicative of disparate responses. Although most participants 
reported between 0% and 10% willingness, one can evidently see that there are numerous 
participants who provided responses around 50% and even 100%. This is also an 
indication that in desperate times, people are willing to put aside their moral values to 
provide for their loved ones.  
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Television and News Hours 
 To identify if the media has an influence on consumer sentiment, participants 
were asked to indicate the number of hours they spend per week watching TV. Of the 535 
participants involved in this study, only 1 participant did not provide a response. 
Responses ranged from 0 hours per week, up to 56 hours per week. 25.3% of the sample 
watch 4 hours or less of television per week. 39.8% reported watching between 5 and 10 
hours of television per week. 25.5% reported 11 through 20 hours per week, while 8% 
reported 21 through 35 hours per week.  
Only 1.6% of the sample population reported watching between 40 and 56 hours 
of television per week. Participants were then asked how many hours they watch the 
news on TV or read it online, per week. Of the 535 participants in the sample, 1 did not 
Figure 12. Distribution of average percent chance representing 
participants' willingness to steal or break the law in bad economic times 
to provide for basic household needs. 
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provide a response. Responses ranged from 0 hours through 40 hours per week. The most 
frequent response was 1 hour, which represents 14.2% of the sample. Observing 
responses longitudinally, 49.6% of the sample reported 0 through 4 ½ hours of news 
watched on TV or read online. 38% of the sample reported 5 through 10 hours per week, 
6.8% responded 11 through 15 hours per week, 4.7% responded 17 through 25 hours per 
week, and only 1.2% provided responses between 28 and 40 hours per week. The 
descriptive statistics demonstrate that most people in this nationally representative sample 
do not watch much news on television or read it online. Listening to the news over the 
radio was purposefully omitted from this study. When participants watch the news on 
television or they are online, they are exposed to marketing schemes such as commercials 
or targeted advertisements online. When participants listen to the news on the radio, they 
are only listening to the news and imagining the scenes discussed in their minds; whereas 
when there is a visual to reinforce the news the participants hear, they interact more with 
the news than simply listening to it over the radio. Perhaps future research can determine 
if there are any differences among participants who listen to the news over the radio 
versus on television and online, and find the correlation between these mediums of 
obtaining the news and consumer sentiment. The normal distributions below show that 
the mean number of hours watching television is 10.66 hours per week, in comparison to 
5.88 hours per week watching the news on television or reading it online.  
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Figure 13. Distribution of average hours of television watched per week. 
Figure 14. Distribution of average hours participants watch or read 
the news per week. 
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Inferential Statistics 
Consumer Sentiment by State 
 Some reports may show differences in consumer sentiment from nation to nation 
and may even subdivide the United States into sections such as the New England region, 
mid-Atlantic, Southeast, Southwest, Pacific Coast, etc. However, even these regions have 
states within them that vary significantly in aggregate sentiment. For example, it is 
evident from the data below that there is a significant difference in consumer sentiment 
levels between Florida and Louisiana. Additionally, if one looks at the average sentiment 
between Maine and Connecticut, it can be inferred that the average consumer sentiment 
of Connecticut is less than that of the state of Maine and that there are state related issues 
prevalent in Connecticut that cause its residents to have a more pessimistic perception 
towards the state of the economy. Some of the states that demonstrate a higher average 
consumer sentiment index as depicted in the figure below include Nevada, Maine, 
Minnesota, West Virginia, and Washington DC. Contrarily, some of the states that 
demonstrate the lowest average sentiment index include Alaska, Louisiana, Nebraska, 
Ohio, and Washington State.  
Although there are differences in how many respondents there are per state, one 
of the significant discoveries made is that there is undeniably a big difference among all 
states in their economic outlook. This is critical because in understanding aggregate 
sentiment among a large number of people, particularly when observing a nation, one can 
subdivide further to have a better understanding of which factors influence changes in 
aggregate sentiment. Since there are evidently states that responded much better than 
others, it can be implied that those who reside in these states are more confident 
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financially. States can further conduct sentiment analyses of their own, to understand, for 
example, if there is a relationship between aggregate sentiment and crime rates, tax 
revenues, or education levels. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Consumer Sentiment and Political Affiliation 
 The data show that the political affiliations representing those who are most 
optimistic about the state of the economy are Democrats. The average sentiment index for 
Democrats is 94.5. Following the Democrats are the Republicans, with an average index 
of 80.6. Independents, those who replied ‘No Party Affiliation’, ‘Decline to respond’ and 
Figure 15. Distribution of states represented in the sample population and their corresponding average consumer 
sentiment index scores. The number of participants for each state is in parenthesis. 
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‘other’, followed with average index scores of 79.7, 81.5, 74.2, and 62, respectively. 
Interestingly, Democrat sentiment is highest among all other political affiliations 
identified in the sample, while we have a Democrat president in the White House. One 
can go back to the literature and draw conclusions between consumer sentiment and the 
political affiliation of the president at the time. However, when it comes to matters 
regarding the economy, it must be noted that post-1994, the introduction and integration 
of the Internet into our day-to-day lives completely changed the way that stakeholders in 
the economy interact with one another. Looking into the future, perhaps researchers can 
see if sentiment will be higher among those political parties represented in the White 
House. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 16. Responses to political affiliation question and corresponding consumer 
sentiment index scores. 
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Consumer Sentiment and Religion 
 The results show that there are differences between religious affiliation and 
consumer sentiment as illustrated in the figure below. Although there were only three 
people who self identified as Hindus, this religion shows the highest optimism when 
compared to the rest of the sample. The next religions that follow are Buddhists and 
atheists, with average scores of 95.7 and 90.5. Catholics and Christians have almost 
equivalent average consumer sentiment indices, 86.1 and 86.8. The responses that follow 
include ‘other’ religion, Jewish, and ‘I decline to respond’, with average sentiment 
indexes of 84.2, 83.1, and 83.9, respectively. Of the religions identified in the sample, the 
religion with the lowest consumer sentiment is Islam. Further qualitative research 
methods can explore why sentiment is the way it is among Muslims. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 17. Responses to religious affiliation question and corresponding average consumer 
sentiment scores. 
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Consumer Sentiment and Gender Identity 
 The average consumer sentiment indexes among different gender identities were 
analyzed. Participants who identified as male and female have mean consumer sentiment 
indexes of 88.3 and 85.9. There was one participant who identified as ‘other’ and 
specified “cis-gendered male”, and illustrates a sentiment of 105.6. Interestingly, the 
transgendered participants in the study have the lowest sentiment towards the state of the 
economy, with an average sentiment index of 71.1. These data open the opportunity for 
researchers to conduct further research to better understand why aggregate sentiments 
towards the state of the economy, and perhaps towards other themes, tends to be lower 
when compared to participants who identify as male or female. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 18. Responses to gender identity question and corresponding average consumer 
sentiment index scores. 
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Consumer Sentiment and Level of Education 
 The first variable analyzed by using Spearman’s Rho was participant’s level of 
education. As illustrated in the figure below, the averages among the different levels of 
education are disparate. The average consumer sentiment index for participants who 
completed up to High School or equivalent is 85.8. Participants who selected ‘some 
college’ as their highest level of education has an average sentiment index of 76.7, 
followed by Associates/2-year degree, which has an average of 65.2. Up to this point, it 
appears that the further ahead the participant is academically, the lower the consumer 
sentiment index. Yet, participants who indicated highest level of education of a 
Bachelors/4-year degree, averaged higher, at 91.5. Further research can be done to 
explore why people who hold bachelor degrees are more confident towards the state of 
the economy when compared to others in a sample. Participants who hold at most a 
Masters degree have an average sentiment index of 88.3, and participants who responded 
that they have a doctoral or professional doctorate have a slightly higher index, at 89.8.  
The SPSS output illustrated below shows the Spearman’s Rho correlation 
between the Index of Consumer Sentiment and the participant’s level of education. 
Although the data show that the correlation is significant at the 0.05 level, the correlation 
coefficient of .093 is very weak. Therefore, a participant’s level of education does not 
have a strong statistical relationship with how someone feels towards the state of the 
economy.  
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Figure 19. Responses to highest level of education question and corresponding 
average consumer sentiment index scores. 
Table 1. Spearman's rho correlation coefficient output showing correlation 
between consumer sentiment index and participant's level of education. 
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Consumer Sentiment and Marital Status 
 Participants’ marital status was compared to average scores from the Index of 
Consumer Sentiment. The data show that the highest index score analyzed was reflected 
in participants who selected “engaged” as their marital status, with an average index 
score of approximately 93.1. Participants who identify as single/never married, averaged 
at about 89. It is interesting to note that there is a difference, although not entirely 
significant, between engaged participants and those who are single/never married. In 
traditional surveys, these engaged participants would normally be obliged to select single 
or married, although they might not identify as single any longer, and are not married yet, 
thus slightly skewing the data.  
Participants who are married but separated and not divorced had an average index 
score of 84.2, slightly higher than those who are married, averaging at 84.1. Divorced 
participants averaged at 83.4, and the biggest noticeable difference in consumer 
sentiment is with participants who indicated they are widowed, whose score averages 
66.1. Perhaps the disparity between divorced participants and widowed participants is a 
result of the fact that a divorce has some degree to which people can control the decision. 
Whereas when someone experiences the death of a spouse, which many times can be 
unexpected and beyond someone's control, will certainly bring difficult periods of 
adjustment and grieving to the widowed spouse. 
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Consumer Sentiment and Household Size 
 Both a cross-sectional analysis of the average sentiment by household size and the 
Spearman’s Rho correlation was utilized for the household size variable. Although it was 
expected that participants who live alone identify that their household size is 1 and that 
each person in the home carries an individual value of 1, there were a few participants 
who indicated other household size was 0 and 2.8. These responses were left in the data 
analysis. Participants who indicated that their household sizes were 0 and 1 resulted in an 
average index of 105.6 and 90.1, respectively. Assuming that the participants who 
reported household sizes of 0 meant to say that they reside alone, the true average 
representing a household size of 1 is approximately 97.8. Participants with a two person 
home resulted in an average score of 85.7, participants with a three-person household 
Figure 20. Responses to marital status question and corresponding average 
consumer sentiment index scores. 
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resulted in an average index score of 80, and those with a four-person household resulted 
in an average index score of 84.8. As illustrated in the figure below, five person 
households had an average sentiment index of 83.2, six person households approximately 
86.6, and seven person households 68.6. One participant reported a household size of 
eight, which carried a sentiment of 150, and one participant reported a household size of 
12, with a average sentiment of 61.2. Although only one participant reported a household 
size of 2.8, this person had a sentiment index of 31.6. The .8 may be indicative of a baby 
on the way; participants were not given a chance to elaborate on the ages of members in 
the household. Perhaps future research could identify if sentiment would likely go up or 
down relative to the ages and employment statuses of people in the household. It is 
interesting to note that with the outliers removed, the highest sentiment seems to be 
households with one or two people. The Spearman’s Rho correlation output illustrates 
that the correlation is significant at the 0.05 level; yet, the data show that there is a very 
weak, negative, monotonic relationship between index score and household size. This 
would indicate that as household size increases, sentiment will never increase, but the 
relationship is weak. 
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Figure 21. Responses to household size question and corresponding average consumer 
sentiment index scores. 
Table 2. Spearman's rho correlation output showing correlation between consumer 
sentiment index and household size. 
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Consumer Sentiment and Economic Literacy Quiz Score 
 The interval ratio variable of economic literacy quiz score allowed for both a 
cross-sectional and Spearman’s rho correlation. At first glance, as illustrated in the figure 
below, it is evident that the higher the participants’ knowledge of the economy, the more 
likely their consumer sentiment will increase. The trendline inserted into this scatterplot 
shows where the mean of the scores lay, and given that the trendline intersects the y-axis 
at 77.93, the line tells us that for every one unit of increase in quiz score, consumer 
sentiment increases by 16.36. However, to obtain a more accurate correlation, the 
Spearman's rho correlation was conducted. The data show that the correlation is 
significant at the 0.05 level, yet the correlation coefficient was very weak, positively 
correlated and monotonically increasing.  
 
 
 
Figure 22. Scatterplot. Economic literacy quiz score averages and corresponding average 
consumer sentiment index scores. 
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Consumer Sentiment and Parent’s Level of Education 
 Parent’s level of education is a variable at the ordinal scale, and as such, allows 
for both a cross-sectional analysis and Spearman's rho correlation. Observing the mean 
index scores among selections provided to participants for mother's level of education, it 
almost appears as though as level of education increases, consumer sentiment averages 
decrease. Participants who reported mothers with education levels of less than high 
school have an average sentiment index of 94.6. Respondents who indicated mothers 
completing high school or its equivalency and some college have average sentiment 
scores of approximately 85.7 and 91. Those who reported that their mother’s highest 
level of education is an Associates, Bachelors, Masters, or Doctoral degree, in aggregate, 
have average sentiment indexes of 85.8, 84.3, 84.9, and 80. The two participants who 
didn’t know their mother's highest level of education had an average sentiment index of 
76. The Spearman's rho correlation coefficient of -.043, although very weak, also agrees 
with the observation that the correlation is statistically insignificant. There is not 
sufficient evidence to reject the null hypothesis.  
Table 3. Spearman's rho correlation output showing correlation between consumer 
sentiment index and economic literacy quiz score average. 
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Likewise, while observing father's level of education, the average sentiment 
among all categories were in the 80s, illustrating that there does not seem to be a strong 
relationship between father's level of education and consumer sentiment. Survey 
participants who reported father’s level of education at less than high school and high 
school resulted in average consumer sentiment scores of approximately 85.4 and 83.6. 
Participants who selected some college, Associates degree, Bachelors degree and Masters 
degree resulted in average sentiment scores of 89.9, 87.9, 87.5, and 85.9. Participants 
whose father’s level of education was at the doctoral level was 89.6, and participants who 
did not know their father's level of education resulted in a consumer sentiment score of 
83.4 The Spearman’s rho correlation confirms this lack of correlation. The correlation 
coefficient of .024 shows a very week, monotonically increasing correlation, but the 
correlation is not statistically significant to be considered. Once again, there is not 
enough evidence to reject the null hypothesis.  
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Figure 23. Mother's level of education and corresponding average consumer sentiment index scores. 
Table 4. Spearman's rho correlation output showing correlation between consumer 
sentiment index and mother's level of education. 
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Figure 24. Father's level of education and corresponding average consumer sentiment index scores. 
Table 5. Spearman's rho correlation output showing correlation between consumer sentiment 
index and Father’s level of education. 
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Consumer Sentiment and Employment Status 
 Participant’s employment status was compared to the average consumer sentiment 
index in the figure below. Participants who are most optimistic about the state of the 
economy were those who are employed full-time, which resulted in an average sentiment 
of 90.4. Next, participants who were employed part-time and not seeking full-time 
employment resulted in an average sentiment index of approximately 80.9. Those who 
were unemployed and actively searching for employment have an index score of 77.2, a 
bit higher from those who were unemployed and not searching for a job, whose average 
sentiment are 75.1. Lastly, participants who were employed part-time and seeking full-
time employment resulted in an average index score of 77.  
It can be implied that full-time employees have more financial leverage than 
people who are employed part-time or unemployed. Yet one of the interesting findings 
derived from this cross sectional analysis is that when observing participants who work 
part-time or are unemployed, their objectives coincide with their sentiment. If someone 
works part-time but is not seeking full-time employment, it may be indicative of this 
person not needing to work more than part-time to satisfy household needs, resulting in 
what the data show, a more optimistic outlook on the state of the economy. What is also 
interesting to note is unemployed participants actively searching for a job have a slightly 
higher average consumer sentiment score when compared to participants who are 
unemployed and not searching for a job. Perhaps, within the pool of people who are 
unemployed and not searching for a job, also exist participants who have given up on 
actively searching for a job after an extended period of searching. 
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Consumer Sentiment and News Network Preference 
A cross-sectional analysis of the average sentiment index scores by news network 
preferences shows differences among all categories. Participants who selected NBC as 
their preferred news network scored highest on average in consumer sentiment, resulting 
in an average score of approximately 95.9. Following NBC is CNN, with an average 
score of 93.4. Thereafter, participants who selected ABC, “other”, Bloomberg and 
MSNBC resulted in average sentiment index scores of 88.2, 84.7, 83.4, and 81.7, 
respectively. The news network HLN and Telemundo/Univision both have average 
sentiment indexes of 76.01. Most interestingly, of all news network preferences 
selectable by participants of this study, the lowest consumer sentiment average belongs to 
viewers of Fox News, whose sentiment on average was 69.9. One may wonder, how a 
Figure 25. Responses to participant's current employment and corresponding average consumer sentiment index 
scores. 
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major American news network such as Fox News, which televises, presumably, the same 
American news as CNN and NBC, could have a significantly lower aggregate sentiment 
on average when compared to the rest of the sample population? Further qualitative 
studies can be conducted to analyze the amount of negative propaganda against the 
Democratic administration employed affects sentiment in aggregate, and if consumer 
sentiment increases when the political administration closely affiliated with these 
viewers’ values is in power.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 26. Responses to news network preference and corresponding average consumer 
sentiment index scores. 
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Consumer Sentiment among Foreclosure, Bankruptcy, and Layoff Experiences 
Average consumer sentiment index scores were analyzed across personal 
experiences with, or knowledge of someone close who has undergone foreclosure, 
bankruptcy, and layoff. Regarding personal experiences with foreclosure, participants 
who stated that they have undergone foreclosure have an average consumer sentiment 
index of approximately 87.3, as opposed to 86.5, which represents the average consumer 
sentiment index for those who have not. 84 represents the average sentiment score for 
participants who have a close friend or relative who has undergone foreclosure, in 
comparison to 88.4, representing those who do not know anyone who has. It is interesting 
to see that participants who have experienced foreclosure have a slightly higher aggregate 
index score when compared to those who haven't, however the difference between the 
two is less than 1. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Figure 27. Participant's personal experiences with foreclosure and corresponding 
average consumer sentiment index scores. 
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Regarding bankruptcy, participants who state that they have experienced 
bankruptcy have an average consumer sentiment index of approximately 68.8, and 88.1 
for those who have not. The difference between participants who have experienced 
bankruptcy and those who have not represents the largest difference among this type of 
question asked; a difference of 19.266. It may be the case that undergoing bankruptcy is 
far more stressful than experiencing foreclosure and a layoff, or that there are some other 
attributes affixed to the bankruptcy process that causes people to perceive economic 
outlook negatively. Participants who knew someone who has undergone bankruptcy have 
an average index sentiment of 83.7, 90.2 for those who do not. 
 
  
 
 
Figure 28. Participant's knowledge of others who have undergone foreclosure and 
corresponding average consumer sentiment index scores. 
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Figure 29. Participant's personal experiences with bankruptcy and corresponding 
average consumer sentiment index scores. 
Figure 30. Participant's knowledge of others who have undergone bankruptcy and 
corresponding consumer sentiment index scores. 
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In the case of layoffs, participants in the sample who have experienced a layoff 
result in an aggregate average sentiment of 77.9 and 89.6 for those who have not. Lastly, 
participants who have a close friend or relative who has experienced a layoff has an 
average sentiment of 84.3, 95.1 for those who do not. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 31. Participant's personal experiences with layoffs and corresponding 
average consumer sentiment index scores. 
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Interestingly, among these questions regarding foreclosure, bankruptcy, and 
experiencing a layoff, those who know of someone who has experienced these events 
shows a lower consumer sentiment index in all three cases. This is consistent with what 
Mueller (1966) stated in a 1964 paper presented to the American Psychological 
Association: 
Both analysis of time series and analysis of attitudes at the individual level 
indicate that awareness of unsatisfactory employment conditions affects economic 
expectations. It also appears that the unfavorable impact on expectations is not 
limited to the relatively small group who have themselves suffered unemployment 
or income declines in the past year, but is more pervasive. This is true despite the 
fact that economic expectations also depend on a large array of other 
Figure 32. Participant's knowledge of others experiencing layoffs and 
corresponding average consumer sentiment index scores. 
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environmental factors, which assume more or less importance at different times. 
(p. 32) 
 
Consumer Sentiment and Feeling of Safety in One’s Neighborhood 
 A cross-section analysis was performed using the average scores from the index 
of consumer sentiment as the dependent variable and the participant’s perceptions of how 
safe it is to walk around alone in their own neighborhoods. Not surprisingly, survey 
participants who always feel that people are safe while walking around in their own 
neighborhoods had the highest consumer sentiment index, approximately 91.5. The next 
possible selection, ‘most of the time’, represented an average sentiment index of 85.5. 
Participants in the sample who selected ‘sometimes’ had an aggregate sentiment index of 
80.4. The lowest two average sentiment indexes corresponded to participants who 
selected ‘neutral’ and ‘never’ as their response to this question, representing average 
Index scores of 73.5 and 78.5, respectively. Had it not been for the inclusion of the 
neutral category, the figure below is a clear indicator that the more a participant feels safe 
walking around in his or her own neighborhoods, the higher the likelihood that this 
participant has a higher sense of optimism towards the state of the economy. Further 
research can be conducted to identify any causal relationships or identify if perhaps 
factors such as regional tax revenues, number of police officers in the municipalities, or if 
the local economy play a role in the relationship between feeling safe in the community 
and consumer sentiment. 
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Consumer Sentiment and Trust in Government to Improve Economy 
 The data show statistical significance between trust that survey participants have 
that the government will help to improve economic conditions and sentiment index. The 
figure below illustrates a scatterplot with the trendline depicting the mean of the 
responses. The responses ranged from 0% (.00) through 100% (1.00). The figure below 
demonstrates that responses of the 528 participants who provided a response were fairly 
distributed within this range. The Spearman's rho correlation coefficient of .387 
illustrates that there is a weak, positive, monotonically increasing relationship between 
trust that government will improve economic conditions and consumer sentiment. 
Although the correlation does not appear to be strong, the correlation is significant and as 
such the null hypothesis is rejected. In fact, trust in the government is the variable that 
Figure 33. Participant's feelings of being safe walking alone in the neighborhood 
and corresponding average consumer sentiment index scores. 
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shows highest correlation when compared with the rest of the variables in this study. 
Perhaps future research can utilize the data set in this study to isolate participants by 
political affiliation, to identify the amount of trust that Democrats and Republicans have 
that the current administration will help to improve economic conditions. It may hold true 
that negative sentiment prevalent among participants who affiliate with the Republican 
Party cause the correlation coefficient to dip lower than it would when including all 
political affiliations. 
 
 
 
 
 
Figure 34. Scatterplot. Percent chance participants feel government will help to improve economic 
conditions, with corresponding average consumer sentiment scores. 
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Consumer Sentiment and Age 
Visually, the scatterplot and trendline highlighting the mean among responses in 
the figure below shows that as age increases, there is a decrease in consumer sentiment. 
The monotonic principle, which is statistically calculated in Spearman's rho, would imply 
that as age increases, consumer sentiment never increases. The correlation output in the 
table below illustrates that there is a negative correlation between age and consumer 
sentiment, although at -.128, the correlation is very weak. The correlation is statistically 
significant at the 0.01 level nonetheless, null hypothesis rejected.  
Table 6. Spearman's rho correlation output showing correlation between consumer 
sentiment index and trust that government will help to improve economic conditions. 
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Figure 35. Scatterplot. Participant's age and corresponding average consumer 
sentiment index scores. 
Table 7. Spearman's rho correlation output showing correlation between consumer 
sentiment index and age. 
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Consumer Sentiment Among Personal, Household and Discretionary Incomes 
In lieu of simply asking participants how much money they earn per year, as most 
surveys do, the income question was divided into three sections: personal income, 
household income, and monthly discretionary income. Participants were explained that 
discretionary income is whatever is left over at the end of every month after all bills and 
household expenses are paid. This, in essence, serves as the participants’ purchasing 
power; money that they may use at their own discretion. Initially, as illustrated in the 
figure below, personal income ranged from $0 to $1 million. It is also obvious that the 
majority in the sample population earn under $200,000. With the outliers removed, a 
more representative picture of most people in the sample population’s personal income is 
portrayed. The trendline implies that there is a positive relationship between personal 
income and consumer sentiment score. Evidently, the more money a participant earns, the 
higher their personal income. The Spearman's rho correlation coefficient of .178 reveals 
that there is a positive, weak correlation between personal income and consumer 
sentiment; although the relationship is significant at the 0.01 level. 
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Figure 36. Scatterplot. Participant's reported personal incomes with 
corresponding consumer sentiment index scores. 
Figure 37. Scatterplot. Participant's reported personal incomes with 
corresponding consumer sentiment index scores, outliers removed. 
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When observing the scatterplot of the entire sample’s total household income, the 
outliers are still evident. Most of the sample earns well below $500,000 as a household 
per year. With the outliers removed, the scatterplot illustrates that most participants earn 
between $0 and $200,000 per year as a household. The Spearman's rho correlation 
coefficient of .107 is positive, yet very weak, and is significant at the 0.05 level. When 
employing the Spearman’s rho correlation in SPSS, it is not necessary to remove the 
outliers, given that this method ranks the order of the values to recognize if there is a 
positive or negative monotonic relationship between the two variables. At this point, 
personal income appears to be slightly more correlated to consumer sentiment than total 
household income. 
 
Table 8. Spearman's rho correlation output showing correlation between consumer 
sentiment index and personal income. 
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Figure 38. Scatterplot. Participant’s reported household incomes and 
corresponding average consumer sentiment index scores. 
Figure 39. Scatterplot. Participant’s reported household incomes and 
corresponding average consumer sentiment index scores, outliers 
removed. 
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The trend appears to be similar when analyzing monthly discretionary income. 
Responses ranged from $0 up to about $30,000. It is apparent from the scatterplot that the 
majority of the sample population has a discretionary monthly income of less than $5000. 
When the outliers are removed, the trendline on the scatterplot still shows that as 
discretionary income increases, consumer sentiment increases. What is most interesting is 
that the Spearman's rho output illustrates that there is a correlation coefficient of .230, 
with a statistical significance at the 0.01 level. The Spearman's correlation coefficient 
principle of the monotonic relationship would state that as discretionary income 
increases, consumer sentiment increases. Of the three income questions, discretionary 
income shows a stronger, albeit weak, correlation between the two variables. Perhaps it 
may be the case that when constructing a survey in the research design process, it is more 
relevant to identify how much money participants have left over to use at their discretion 
as opposed to simply asking how much money they earn. Depending on a person's 
geographical location and whether they live in an urban or rural area, will undoubtedly 
impact this person's discretionary income and purchasing power. Someone living in 
Table 9. Spearman's rho correlation output showing correlation between consumer 
sentiment index and household income. 
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South Florida, for example, will almost certainly have to incur all the expenses associated 
with owning a vehicle as opposed to being able to rely on public transportation. This, in 
addition to housing expenses and all other related expenditures, deplete the person’s 
purchasing power. If purchasing power and discretionary income is interpreted as 
financial leverage, then the reality may be that the more leverage a participant has, the 
more confident they are overall. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 40. Scatterplot. Participant's reported monthly discretionary income 
and corresponding average consumer sentiment index scores. 
174 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 41. Scatterplot. Participant's reported monthly discretionary income and 
corresponding average consumer sentiment index scores. Outliers removed. 
Table 10. Spearman's rho correlation output showing correlation between consumer 
sentiment and monthly discretionary income. 
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Consumer Sentiment and Sentiment Towards Likelihood of Others Committing Crime 
The figure below illustrates a there is a very weak, negative relationship between 
perceptions towards feelings that others will commit a crime if unemployment in bad 
financial times persists with consumer sentiment. The Spearman’s rho correlation 
coefficient of -.197 confirms this and is statistically significant at the 0.01 level. Although 
very weak, in terms of understanding aggregate social behavior, the higher the reported 
percentage people believe others will commit crimes in order to satisfy basic household 
needs, the lower their consumer sentiment will be. 
 
 
 
 
 
 
Figure 42. Scatterplot. Participant's predictions of others committing crime in bad economic times, with 
corresponding consumer sentiment index scores. 
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Consumer Sentiment and Participant’s Willingness to Commit Crime 
Similar to perceptions that others will commit crimes in times of need, 
participants’ own willingness to commit a crime to provide for basic household needs is 
not strongly correlated with consumer sentiment. The scatterplot demonstrates more 
polarity when it comes to the participants’ own willingness to commit a crime as opposed 
to the normally distributed scatterplot seen in the figure corresponding to perceptions that 
others will commit a crime. It is evident that most of the plots lay between 0% and 20%, 
with some indicating 50% and up to 100% willingness. The trendline in the figure below 
shows a slight negative correlation between willingness to commit a crime and consumer 
sentiment. This Spearman’s correlation coefficient of -.148, although statistically 
significant, is very weak. Interestingly, participants representing absolute pessimism and 
absolute optimism, along this spectrum (consumer sentiment scores ranging between 0 
and 150), have responded that there is a100% likelihood in willingness to commit a crime 
to provide for household needs in bad financial times. 
 
 
Table 11. Spearman's rho correlation output showing correlation between 
consumer sentiment index and predictions of people committing crimes in bad 
economic times. 
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Figure 43. Scatterplot. Participant's willingness to commit crime in bad economic times, with 
corresponding consumer sentiment index scores. 
Table 12. Spearman's rho correlation output showing correlation between consumer 
sentiment index and participant's willingness to commit crimes in bad economic times if 
needed. 
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Consumer Sentiment Among Television and News Hours 
One of the main predictions in this study was that the more participants watch 
television, the more exposed they will be to the media and that this causes participants to 
have negative sentiment towards the state of the economy. The idea was to prove that 
participants see things on TV and become aware of the world around them and that this 
alone has the capacity to manipulate consumer sentiment. This hypothesis, according to 
the data collected and analyzed from the sample population, was nullified. The data show 
participants indicating that they watch between 0 and less than 60 hours of television per 
week, with the majority of the hours watched being less than 20 hours per week. The 
scatterplot and trendline in the figure below shows that the more hours a participant 
watches television, the higher their sentiment score appears to be. Regardless of what this 
trendline implies, the Spearman’s rho correlation of .069 and significance of .112 reveals 
that there is no significant relationship between hours of TV watched per week and 
consumer sentiment. Failed to reject the null hypothesis. 
Similar results were found when participants were asked how much time they 
spend watching the news on television or reading it online. The answers ranged from 0 
hours per week up to 40 hours, with the majority responding between 0 and 10 hours per 
week. The Spearman’s rho correlation of .034 is very weak, and the significance of .436 
shows no significant relationship between number of hours watching the news on TV or 
reading it online with consumer sentiment. Failed to reject the null hypothesis. This is an 
interesting discovery, considering that years of literature indicate that the media has a 
direct impact on behavior, particularly consumer behavior.  
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Figure 44. Scatterplot. Number of hours participants watch TV per week, with 
corresponding consumer sentiment index scores. 
Table 13. Spearman's rho correlation output showing correlation between consumer 
sentiment index and number of TV hours watched per week. 
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Figure 45. Scatterplot. Number of hours participants watch or read news per week, with 
corresponding consumer sentiment index scores. 
Table 14. Spearman's rho correlation outputs showing correlation between consumer 
sentiment index and number of hours participants read or watch the news per week. 
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Summary 
In summation, the data show that some of the variables selected to find 
correlations with consumer sentiment are not statistically significant. Of the ordinal and 
interval ratio variables selected for this study, the variables that yield no significance are 
parent’s level of education, number of hours watching television and number of hours 
watching the news on television or reading it online. This comes as a surprise given that 
parent’s level of education in some way provides the framework for where someone 
starts on the socioeconomic spectrum. Contrary to the initial hypotheses, the number of 
hours people watch television and the number of hours people spend reading or watching 
the news has no statistical relationship with consumer sentiment. This somewhat 
contradicts what is found in the literature, which explains that the media has a significant 
influence in altering consumer behavior.  
Nonetheless, as mentioned previously, participants who prefer Fox News over 
other news networks have a noticeably lower aggregate consumer sentiment average 
when compared to other news networks. It is well known that Fox News is the news 
network of choice for Conservative Republicans, and that Fox News frequently criticizes 
the Democratic administration on political decisions made. In this instance, when news 
networks are separated and the aggregate consumer sentiment index is analyzed, the 
media variable does matter. The more important variable is not how often participants 
watch television or spend watching or reading the news, but rather where these 
participants are obtaining their news. The variables of state, political affiliation, religious 
affiliation, gender identity, and marital status were nominal variables utilized primarily 
for the purposes of identifying diversities in the sample population.  
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One demographic variable that was purposely left out from the analysis was racial 
and ethnic identification. Typically, when people complete surveys and are asked to 
select from a racial category or from an ethnic group, participants normally are well 
aware of which racial and ethnic category they most identify with. However, the question 
in this study asked participants to self identify their race and ethnicity, and type the 
response in a textbox. When this was done, over 100 different categories resulted. For 
example, some participants identified as Black and African-American, Native American 
and Puerto Rican, white Dutch, Chilean American, Latin and white, Asian American, 
African Canadian, American Indian Caucasian, Midwestern American, etc.  
The thought then arises, if people are so accustomed to being asked about what 
their race and ethnicities are, why is it then that there is such disparity in the responses? 
Now that our global culture is more diverse and that there is more social awareness of 
different ethnic groups, perhaps it is the case that race is becoming obsolete. Here in 
America, if someone is asked to select from a list of racial categories, what does a white 
African select? Here in the U.S., African Americans are almost always associated with 
“black”, this then prompts this person select to “other”. Additionally, what does the 
aesthetically white, Kazakh, study participant select? They appear white, but not what 
mainstream perceives “white” to be. This person may be more inclined to select “Asian” 
as their response, given that Kazakhstan is in the continent of Asia, although they are not 
the same type of “Asian” that we are accustomed to visualizing in the United States. 
Given that there were so many different responses, aggregate consumer sentiment across 
different racial and ethnic categories was not analyzed in this study. Since within 
different racial and ethnic categories there are many other variables that influence 
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consumer sentiment, I suggest future quantitative methods researchers ask more relevant 
questions aside from questions that pertain to the color of their skin, cultural groups, etc. 
Among responses provided for knowing others who have experienced or have 
personally experienced foreclosure, bankruptcy, or layoffs, what holds true is that in all 
three experiences, consistent with what is found in the literature, simply knowing 
someone who has undergone one of the aforementioned results in lower sentiment 
towards the state of the economy. Likewise, the data show that participants, who do not 
know anyone who has experienced foreclosure, bankruptcy, or a layoff, have higher 
consumer sentiment in aggregate when compared to the rest of the sample. Feeling safe 
in your own neighborhood is evidently correlated with consumer sentiment, when cross 
sectional analysis is employed, although it is uncertain if there is a causal relationship 
between feeling safe in one's neighborhood and consumer sentiment or if incremental 
consumer sentiment causes incremental feelings of being safe in the neighborhood. Of 
the ordinal and interval ratio variables, those that are significant at the 95% confidence 
interval are participant’s level of education, household size, economic literacy quiz score, 
and household income.  
The variables that show stronger significance at the 99% confidence interval are 
age, personal income, discretionary income, perceptions of increase in crime in bad 
financial times, willingness to commit a crime in bad financial times, and trust that the 
government will help to improve economic conditions. The two variables that show 
highest correlations when compared to the rest are discretionary income and trust in the 
government. This is indicative of the fact that discretionary income is a better measure to 
understand how people feel towards the state of the economy and that the public 
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recognizes that the government has the resources and access to improve or worsen 
economic conditions. 
 
 
 
 
 
Summary of Correlations 
Variable Sig Sig? Correlation Strength N 
Monthly Discretionary Income 0.000 Yes, 0.01 lvl 0.230 Weak 517 
Trust in Gov't to Fix Economy 0.000 Yes, 0.01 lvl 0.387 Weak 528 
Personal Income 0.000 Yes, 0.01 lvl 0.178 Very Weak 527 
% Chance People Break Law 0.000 Yes, 0.01 lvl -0.197 Very Weak 513 
% Chance Commit Crime 0.001 Yes, 0.01 lvl -0.148 Very Weak 521 
Age 0.003 Yes, 0.01 lvl -0.128 Very Weak 535 
Household Income 0.015 Yes, 0.05 lvl 0.107 Very Weak 522 
Household Size 0.018 Yes, 0.05 lvl -0.102 Very Weak 535 
Economic Literacy Quiz Score 0.021 Yes, 0.05 lvl 0.100 Very Weak 535 
Level of Education 0.031 Yes, 0.05 lvl 0.093 Very Weak 535 
TV Hours Per Week 0.112 No 0.069 - 534 
Mother's Level of Education 0.324 No -0.043 - 535 
News Hours Per Week 0.436 No 0.034 - 535 
Father's Level of Education 0.575 No 0.024 - 535 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 15. Summary of correlations. Variables listed in order from strongest to weakest 
in statistical significance. Significance at the 0.01 and 0.05 levels represent confidence 
intervals of 99% and 95%, respectively.  
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CHAPTER V: CONCLUSION, IMPLICATIONS AND DISCUSSION 
Reflections on Statistical Findings 
The results of the data pose a number of questions for those who are researchers 
intersecting the fields of social psychology, economics, sociology, and conflict analysis 
and resolution. Contrary to what was initially believed to cause changes in aggregate 
sentiment, particularly towards the state of the economy, some variables proved to be 
irrelevant. Additionally, due to methodological reasons and inconsistencies among 
responses, some variables were rather difficult to analyze. For example, the variable of 
state of residence had the intent of identifying if residents of different states had 
variations in consumer sentiment in aggregate. For this purpose, a sample of residents of 
the state of Florida alone was not sufficient to generate inferences that can be applied to 
residents of all states. It is well known that the state of Florida experienced a high number 
of foreclosures and bankruptcies, as well as a high unemployment rate. This is the reason 
why was critical to gather information from as many states as possible, so as to mirror the 
amount of participants the University of Michigan Survey Research Center obtained to 
draw conclusions. It is evident from the graphs that there is a significant difference and 
sentiment is not consistent among all states. The difficult part of the analysis nonetheless 
is drawing assertions from these charts, although there are significant differences in the 
amount of participants per state. Some of the states have more than 15 respondents, and 
some had only one respondent. When averaging scores, the purpose is to identify the 
mean of all of those scores within each state. If there was only one respondent for that 
state, the average for that state is that same number. The data show, however, that among 
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states there are differences in aggregate consumer sentiment. Experiences are different 
within each of these states and as such this can be implied. 
It was not surprising to discover that between Democrats and Republicans, 
Republicans show less consumer confidence when compared to Democrats. It is 
important to note, there were far more Democrats than Republicans who took this 
assessment. This raises the question of whether or not the political identity of people 
within society has the ability to influence consumer sentiment when their party is 
represented in the government. Should a Republican president be elected in the upcoming 
election, will Republicans then have a higher level of consumer confidence when 
compared to Democrats? Is it possible for Republican consumer sentiment to exceed 
Democrat aggregate consumer sentiment if a Democrat president is elected? Historic 
consumer sentiment indexes can be analyzed to verify or discredit this. However, people 
are adaptive beings and over the last few decades, society has experienced a significant 
technological shift that requires further adaptation. Our current economy is more 
globalized, technological, and faster than ever before. 
Regarding the question asked that identifies participant’s religious affiliation, 
there was not enough frequencies among all religions to concretely affirm that one 
religion is much more confident towards the state of the economy than the rest. Is it the 
case that there is an element within each of these religions, not incorporated in the rest, 
that has the ability to alter confidence towards the state of the economy or sentiment 
towards any socially relevant theme? Similar to the question of religious affiliation, there 
were not enough transgender individuals to firmly imply that transgender individuals feel 
economically marginalized all the time. What the data do show is that between 
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participants who identify as male or female, there is only a 3-point difference. The 
average consumer sentiment of participants who identify as transgender show a greater 
than 10 point difference in consumer sentiment when compared to males or females. The 
results of this study only show 3 transgender participants. Is it the case, however, that 
transgender participants always have a lower level of consumer confidence when 
compared to males or females? Do social marginalization, acceptance, and identity play a 
role in changing the way people feel about things such as the state of the economy?  
It was surprising to discover that participant’s level of education only mattered 
between completion of a high school diploma or its equivalent and completion of an 
Associates degree. Level of consumer sentiment appears consistent among participants 
who completed a Bachelors, Masters, or Doctoral degree. Perhaps it is the case that the 
economy is changing and no longer do stakeholders in society find jobs that require an 
Associates degree. Is it the case that even for entry-level jobs now, that companies are 
basing hiring decisions on whether or not participants hold a Bachelor's degree at 
minimum? This raises even further questions of comparing our modern worker’s 
credentials with the expected credentials of someone entering the workforce 40 years 
ago. Is the Bachelors degree now perceived as the new high school diploma? Is it the case 
that employers now perceive the high school diploma as inferior to the high school 
diploma of decades ago? If this is the case, should a government entity be empowered to 
ensure that academic discrimination is not being employed? Are modern employer’s 
expectations unreasonable?  
The marital status variable shows that consumer sentiment is not consistent across 
the board. Participants who are widowed and experienced the loss of a spouse are on 
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average more pessimistic towards the state of the economy than others. Moreover, 
engaged participants who will soon marry are more optimistic about the state of the 
economy when compared to other participants. Is it the case that a foreseeable life-
changing event, such as a wedding, has the ability to impact consumer confidence? Could 
this excess confidence be caused by a foreseeable positive event, such as a wedding? 
Might other life-changing events, foreseeable into the near future, such as a graduation, 
job offer, impending layoff, or terminally ill relative have the same impact on consumer 
sentiment? If it is the case that a life-changing event has the capacity to influence 
consumer sentiment, then consumer sentiment, being a perception-based measure, ought 
to take into account the variables that are prevalent among excessively pessimistic and 
excessively optimistic participants. The reason for this is that when people in society, no 
matter where they lay in the socioeconomic strata, react to stimuli. For example, if 
someone has shares of a pharmaceutical company whose product was responsible for the 
death of a person, knowing this information will prompt the investor to make a decision 
which will most likely be selling those shares so as to minimize loss. The same holds true 
for people in general when they come to realize that not having a college degree may lead 
them to experience more difficulty in obtaining a job. This experience may have caused 
the influx of nontraditional, adult students to enter the classroom. Likewise, when people 
with a degree decide to further their education, and they come across subjective articles 
or news headlines implying that there is no incremental value to obtaining a graduate 
degree, this stimulates people to make the decision of either ignoring those claims or not 
taking the risk. 
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It was no surprise to find that household size shows statistical significance and 
that as household size increases; there is a decrease in consumer sentiment, although a 
relatively small change. It is rare to find households where all members of the household 
are contributing to monthly expenses, and parents frequently are turned to for sustenance. 
One surprising finding though is that although there is a statistically significant 
relationship between the average of the scores for the quiz used to quantify economic 
literacy and consumer sentiment, the relationship is minute. It was expected that 
economic literacy be highly correlated with consumer sentiment, yet this was not the 
case. One limitation of this study, as it relates to the relationship between economic 
literacy and consumer sentiment, is that participants were not placed into range categories 
to identify whether or not people with absolutely no economic literacy are excessively 
pessimistic or optimistic in comparison to participants who are very well aware of 
economic terminology and technicalities. Similarly, it was surprising to discover that 
parent’s level of education resulted in the most statistically insignificant of variables used 
in the study. The pre-analysis expectation was to discover that participants who have 
parents with a high level of education might be “better off” than those who come from 
parents with little or no education; yet this was not the case.  
Regarding employment status, it was not surprising to discover that participants 
who are already working full-time are most optimistic about the state of the economy 
when compared to the rest of the sample. Participants work full time, have steady income 
streams and are perceivably financially “safe”. It was also expected to find part-time 
employees to be more optimistic than unemployed participants, yet this is not clear. 
When comparing participants who are unemployed and not searching for a job, 
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unemployed and searching for a job, and part-time employees who are actively searching 
for a full-time job, the differences among average consumer sentiment is minimal. The 
observable facts derived from the data are that people who are employed full-time will 
always be more confident when comparing the sentiment of participants were employed 
full-time or unemployed. Interestingly, the data also show that a participant who is either 
employed part-time or unemployed and is content with their employment status or is 
actively searching does reflect differences in consumer sentiment. The result that is 
difficult to explain as it relates to employment status is why people who are unemployed 
and not searching for a job feel less optimistic about the state of the economy when 
compared to the rest of the sample. Within this category of participants, there may also be 
participants who have searched for a job for an extended period of time and have given 
up. Also, there may be current students who are not hopeful about their post-graduation 
lives as they enter the workforce.  
Of the nominal variables utilized in this study, one of the most interesting findings 
includes the results among news network preference. If news networks typically seek to 
provide objective facts in the form of articles and news stories to its viewers, it was 
somewhat expected to discover consistency among consumer sentiment indexes of each 
category provided. This was not the case. It was found that viewers of Fox News are the 
most pessimistic towards the state of the economy when compared to the rest of the 
sample. This is surprising due to the fact that Fox has been around for quite some time 
and is respected among American news networks. However, Fox News is also known to 
depict anti-liberal, anti-Democratic Party, anti-Obama administration roundtable 
discussions where contributors speak negatively about decisions that are made in the 
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government today. What is even more critical is the realization that people respond to 
stimuli. The literature also shows that decades of research prove that when people are 
pessimistic towards a state of the economy, spending decreases and saving increases. 
Conversely, when people feel optimistic towards the fate of the economy, saving 
decreases and spending increases. Spending of discretionary income increases demand, 
which thereby increases production, and therefore, warrants a larger workforce to meet 
this demand. Aggregate saving does the opposite. Since people are influenced by the 
world around them, and consumer pessimism and optimism could be manipulated via 
constant negative reinforcement toward something, should news networks that induce 
pessimism be held partially accountable for any decreases in consumer spending? 
Whosoever chooses to further explore this topic must also bear in mind the fundamental 
rights granted in this country, one of which are the freedoms of speech and of the press. 
Would any steps taken to hold pessimism or optimism inducing entities accountable, in 
reality be an infringement of their rights to say whatever they'd like? This thought is 
further provoked by the results of this study, which show that consistent with Mueller’s 
(1966) research findings, simply knowing of unemployment as opposed to actually 
experiencing unemployment has the capacity to damper consumer sentiment. This study 
further grounds Mueller’s thesis by demonstrating that in all instances regarding 
foreclosures, bankruptcies, and layoffs; participants who simply know of others who have 
experienced these are less optimistic when compared to the rest of the sample. 
It was not surprising to discover that the average consumer sentiment of 
participants in the sample decreased as their level of safety in their own neighborhood 
decreased. Had it not been for the neutral response category, a perfect decline from 
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always to never would be illustrated. In the future, perhaps neutrality towards certain 
themes such as feeling of being safe one's neighborhood can be removed. This will 
thereby force participants to select from one of the categories. Although it was not the 
objective of this study, future researchers may further analyze feeling of being safe in 
one’s neighborhood and how this influences consumer optimism and pessimism.  
What was surprising was to discover that among all the variables utilized in this 
study, the variable with the strongest correlation and a confidence interval of 99% is trust 
in the government to improve economic conditions. This variable proved to be most 
strongly correlated than even all of the income variables. The data still triggers 
subsequent questions, which can be looked into in the future by those who find of interest 
the topics of social behavior, conflict analysis, and psychology. How is it that level of 
trust in the government to improve economic conditions is more strongly correlated than 
the number of hours people watch TV or the amount of hours per week people read or 
watch the news, which has no statistical significance at all? What are the things that 
influence this level of trust? Could news networks induce level of trust in the 
government? It must be the case, given that most people in America do not have access to 
the nation’s capital, so they turn to the media for this information. Other variables with a 
confidence interval of 99% include age, willingness to commit a crime in bad economic 
times to provide for basic household needs, and perceptions of other people in societies’ 
willingness to commit a crime in bad economic times. These variables are strongly 
statistically significant, yet the correlations are weak. Most interestingly, across the three 
income related questions, the most important question to ask participants that shows a 
99% confidence interval and the second strongest correlation among all utilized in this 
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study is discretionary income. Why is it that surveys do not typically ask participants 
questions related to discretionary income, especially in surveys, which aims to categorize 
participants by income levels? Household income only matters if and when number of 
people in the household is also obtained, and whether or not these members of the 
household are employed and contributing to the household. Personal income alone might 
have the capacity to categorize someone within a certain income group, although the 
number of dependents that this income is used for is also critical to know. Particularly for 
people who lay in the midrange of the income distribution, isn't it important to know how 
much financial leverage a single $50,000 earner has over the person who has to divide the 
same salary among two or three members of the household? This is perhaps why between 
personal, household, and discretionary incomes; discretionary income proves to be more 
statistically significant and more strongly correlated with consumer sentiment than the 
other two. Given that the end result of the measure of consumer sentiment is to 
understand a person's level of optimism or pessimism towards the state of the economy, 
and that this optimism and pessimism drives spending and saving decisions which in 
aggregate, improves or worsens the economy, discretionary income provides researchers 
with the dollar amount that people have to potentially save or spend. It is highly unlikely 
that someone with $0 in discretionary income feels that they have the leverage to spend 
and illustrate a high level of consumer optimism.  
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Implications 
Some of the implication discovered post study was primarily methodological. 
First, there were inconsistencies among different categories in many areas where 
participants were to select from a category presented to them. One example is the 
category of state of residence. Over 100 people from the state of Florida took the survey 
and only 1 participant from the state of Alaska. If it is the case that people from different 
states in America have different experiences among different variables, which influence 
their perceptions towards themes such as the state of the economy, then it must be noted 
in the analysis of each variable that over a quarter of the sample population comes from 
the state of Florida. To more accurately understand how participants per state feel on 
average towards the state of the economy and the factors that influence their behaviors, a 
more consistent frequency of participants per state can be employed in the future.  
Another implication of this study was settling on a correlational method to utilize 
for statistical analysis. One of the challenging things as a researcher is to recognize that 
participants in a survey or any other kind of study are human beings with decision-
making abilities. Research can categorize people into income, racial, or any other type of 
categories, but within these categories there is lack of uniformity among responses 
because people are unique. This was important to realize because some correlational 
measures in one way or another imply static, linear behaviors. One example is in the 
decision to utilize the Spearman's rho correlation coefficient as opposed to Pearson's r. 
Pearson's correlation results in a trendline showing the strength of the relationship 
between two variables. As the x-axis moves in one direction, the y-axis moves in a 
certain direction as well. This is the premise of the Pearson's correlation. However, 
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another example, which illustrates a similar type of linear relationship, is that of the 
number of teaspoons of sugar in a cup of coffee. The relationship between the numbers of 
teaspoons of sugar in a cup of coffee can be correlated with the number of carbohydrates 
in the cup. With each additional teaspoon of sugar mixed into the cup of coffee, there is 
an incremental number of carbohydrates in the cup. Sugar and coffee are not decision-
making people, yet Pearson's correlation seems to fit in this example to calculate the 
relationship between sugar and carbohydrates. Once this was well understood, 
Spearman's rho appeared to be the best fit since it not only is it usable in interval ratio 
and ordinal variables, but the relationship is not static and linear like in Pearson's 
correlation. 
The third implication of the study, which in turn resulted in a positive and more 
accurate analysis, was asking participants to type in a number or a response in lieu of 
selecting from a list of multiple-choice responses. For example, asking participants to 
type in their age as a number, their incomes as a number, and percent chance questions, 
allowed this study to utilize both scatterplots for analyzing the distribution of responses, 
and the correlation coefficients measure the strength of the relationship. Although the 
outcome was positive and the statistic is more accurate, going through all participants’ 
responses was very time-consuming given that there were over 24,000 responses in total 
to go through in the data set. It was enticing at first to utilize Likert-Scale questions for 
most of the survey items, yet wherever each response could be quantified as a percentage; 
responses such as never, rarely, sometimes, very often, and always would represent 0%, 
25%, 50%, 75%, and 100%, respectively. Allowing participants to type in whichever 
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percentage they seem fit allowed for a more accurate and objective figure indicative of 
how the participant feels. 
Discussion 
Overall, the main objective of this study has been achieved, to identify if there are 
prevalent factors, individual experiences, and externalities that influence consumer 
sentiment. This dissertation has been successful in consolidating the fields of conflict 
analysis and resolution, economics, and psychology, primarily as it relates to social 
behavior. Studying social behavior and having a firm understanding of why people in 
society behave in a certain way significantly enhances the prospects of the field of 
conflict analysis and resolution. To date, conflict analysis has much literature on how to 
mediate conflict between two disputing parties or even between small groups of people. 
However, it may be the case that a conflict has so many stakeholders who are disparate in 
society for multiple reasons yet are interconnected in some way, that the conflict cannot 
be mediated, negotiated, or facilitated. In this case, the field of conflict analysis can act as 
a messenger to those in the realm of public policy and policymaking, to identify areas of 
conflict within the system of society and generate creative ideas to resolve those 
conflicts, for example. Many times, people in society are perceived as individuals who 
desirably react to certain stimuli. When it comes to determining what initiated a financial 
crisis, the aggregate sentiment of society is rarely used as the explanation. This was the 
premise of Dr. George Katona’s work, to better understand the behavior of people in 
society and its consequences: 
It has been demonstrated and is widely accepted by students of the business cycle 
that it was the consumer who plunged the American economy into a recession in 
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1958, 1970, and 1974. Similarly, the consumer was called the hero in 1959, 1971, 
and 1975. Thus it was justified at an early date to speak of the 'powerful 
consumer'. The large fluctuations in consumers' investment expenditures 
originated in their attitudes and expectations rather than in income changes or 
marketing and advertising efforts by business firms. (Katona, 1980, p. 11) 
 Katona also explained that since it is recognized that consumer optimism is a 
strong predictor of consumer expenditures, he suggests that a theory be developed about 
the way perceptions impact behavior (p. 31). Consistent with the central thesis of this 
study, Katona mentioned that social pressures, reference groups, acceptable roles and on 
goings of the family life cycle, play a role in influencing decisions (p. 33). Katona 
illustrated that aggregate changes in behavior matter, are hard to investigate, and 
psychological theories of perception and that tries to better understand how people are 
influenced by the environment needs to surface (pp. 34-35). The aim of this study was to 
take on the challenge that Dr. George Katona proposed and also encompasses the 
approach that psychologist B.F. Skinner employed with his theory of operant 
conditioning. Skinner believed that in order for one to better understand the behavior of a 
person, only the observable behavior ought to be quantified. Skinner’s theory of operant 
conditioning indicated that behavior changes to achieve a desired outcome (Skinner, 
1938). As it relates to this study, participants all seem to be in a path towards improving 
their state of being. This is the reason why people make decisions such as going back to 
school, have variations in how safe they feel in their own neighborhoods, differences in 
their willingness to commit crimes, differences in affiliations, be it political or religious, 
etc. People fundamentally are organic beings, who are stimulated and thereby react. 
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When people are constantly reminded of how bad the economy is and how jobs are hard 
to come by, people take actions to preserve what they have, minimize loss and risk, and 
maximize their earning potential. When the same people are constantly told that the 
reason why things are the way they are is as a result of decisions stemming from one 
political party and not the other, as the literature explains, this has the capacity to even 
change perceptions towards political parties.  
This overall interconnectedness within society has the potential to impact other 
parties in society, and as learned in the field of conflict analysis and resolution, whenever 
there are parties with different needs and objectives, this results in a conflict. If one looks 
at the history of financial crises and all other socially detrimental things that follow, 
conflicting worldviews are what initiate the impending crisis. “Two other potential 
sources of failure are bank runs and fraud. Bank runs occur when depositors or other 
creditors fear for the safety of their funds and try to withdraw them” (Gup, 1999 p. 3). In 
this example, excess consumer pessimism causes banks to fail. The literature in the 
financial and economic realms recognize this, but fail to further understand what 
influences this aggregate pessimism among the public. Perhaps in the future, artificially 
induced pessimism can be prevented so as to prevent all the negative things that follow a 
financial crisis. Also, as previously mentioned various times in this dissertation, 
accountability measures can be put into play that ensure that people in society are 
accurately informed about the state of the economy and penalties for misinforming can be 
enforced so as to offset the potential losses that negative publicity and the subsequent 
pessimism results in. 
199 
 
 
 
This study, in effect, helps conflict analysis and resolution researchers perceive 
social conflicts as a conflict within a complex system. The platform on which the system 
of society was analyzed is through the phenomenon of perceptions towards the state of 
the economy and which factors influence this phenomenon; "… social phenomena must 
be considered as ‘systems’ - difficult and at present unsettled as the definition of socio-
cultural entities may be” (Bertalanffy, 1968, p. 7). Robert Skidelsky, Emeritus professor 
of Political Economy at the University of Warwick and biographer of world-renowned 
economist John Maynard Keynes, touches on how the economy is a system and also 
agrees with the idea that aggregate demand can maintain a good economy.  
Keynesianism can at best be a common element in very different systems of 
mixed economic life. In terms of economic policy it has only one proposition: that 
governments should make sure that aggregate demand is sufficient to maintain a 
full-employment level of activity. (Skidelsky, 2009, p. 166) 
Aggregate demand, as illustrated in this dissertation, is influenced by a series of 
variables. If the variables that influence consumer sentiment are partially identified by 
this dissertation, then future researchers can use the same approach to better understand 
how people feel towards any theme. This investigative approach is one of the dominant 
contributions this study provides to the field of conflict analysis and resolution. The 
approach helps in analyzing conflicts on a macro level and is called The Cycle of 
Aggregate Sentiment. 
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The researcher utilizing The Cycle of Aggregate Sentiment model would initiate 
the analysis with hypothesizing testable conditions or variables, which is believed to 
impact aggregate sentiment. Next, it must be acknowledged that these variables have 
somewhat of an influence on the sentiment of the individual, which can be positive or 
negative. This optimism or pessimism within the individual causes the person to take on a 
certain action in response to stimuli. The action of this individual, in addition to the 
action of all other individuals in society who are interconnected, becomes aggregate 
social action. Aggregate social action turns into social reality, and can derive from it 
many consequences as society adapts to the changes that take place in this system. Lastly, 
when individuals become aware of their social realities, this awareness becomes one of 
the stimuli, testable variables and conditions which re-initiates the cycle all over again.  
To apply this model in a practical sense, this study initiated with a list of testable 
variables that surfaced through the literature review as factors that influence consumer 
sentiment. These variables, along with others, which were hypothesized to correlate with 
consumer sentiment were tested through an instrument that calculates consumer 
Figure 46. The Cycle of Aggregate Sentiment. 
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sentiment. Once aggregate sentiment is quantified, statistical tests are utilized to identify 
which variables are strongly correlated with consumer sentiment. The literature explains 
that consumer optimism and pessimism cause people to make spending versus saving 
decisions. The act of saving and spending as a result of consumer pessimism or optimism 
would be encapsulated in the oval labeled action. The cylinder labeled aggregate social 
action would in essence capture what people in society are doing in response to the 
stimuli. Once aggregate social action is identified, this becomes part of people's social 
reality. For example, if there is excess pessimism towards the future success of banks and 
doubt that financial institutions will go bankrupt, people will act upon these stimuli and 
may withdraw their money from banks.  
Events such as these have historically been known to cause depressions. What 
may follow the simultaneous action of people withdrawing money from their banks as a 
result of panic, will likely cause financial institutions to close, companies who rely on 
these financial institutions to lay off people or make cuts in other areas and will 
undeniably provide the media with material to supply back to the public, which is one of 
the ways to achieve awareness of social reality. Being aware of conditions in society has 
the ability to reaffirm the initial sentiment people had, or provide a new avenue for 
people to make changes to obtain a desired outcome. Awareness of social reality is 
comparable to psychologist Albert Bandura’s theory of social learning, which illustrates 
that behavior, is learned through observing the environment (Bandura, 1977). Moreover, 
Bandura also acknowledges that humans are constantly processing information and take 
into account the consequences of their actions. This theoretical model can also be applied 
to any situation in which perceptions play a role in explaining social behavior. Ideally, 
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researchers in the field of conflict analysis and resolution may utilize this theoretical 
approach to better understand behaviors in society that lead to conflict. The model may 
be used in both qualitative and quantitative methodological preferences, and need not be 
limited to the realm of conflict analysis. The fundamental take away here is that the way 
people feel about something influences their actions, and that the way people feel are 
influenced by a certain set of variables, experiences, etc. According to the literature, 
consumer confidence has the power to significantly improve the economy or cause a 
depression. The reality is that there are stakeholders within society who have the power 
to influence and induce optimism or pessimism to achieve a certain goal. This has been a 
topic much discussed over the last couple centuries and ought to continue to be a topic 
included in social behavior and system conflicts, which can be to some extent, a moral 
epidemic when the end result is money. As Charles Mackay illustrated in his 1841 book 
titled Memoirs of Extraordinary Popular Delusions And the Madness of Crowds, whose 
purpose was to: 
… collect the most remarkable instances of those moral epidemics which have 
been excited, sometimes by one cause and sometimes by another, and to show 
how easily the masses have been led astray, and how imitative and gregarious 
men are, even in their infatuations and crimes. (Mackay, 1841, p. xvii).  
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APPENDIX A: SURVEY COVER LETTER AND CONSENT FORM 
 
Carl Letamendi - Dissertation Survey 
 
Hello! My name is Carl Letamendi. I am a PhD student at Nova Southeastern University's Graduate School 
of Humanities and Social Sciences, Department of Conflict Analysis and Resolution. I am conducting a 
survey as part of my dissertation to meet the requirements for my doctoral degree. If you are at least 18 
years old and reside in the U.S., you are eligible to participate in the survey. 
 
The survey involves providing answers to some general demographic questions, questions about your 
perceptions toward the state of the economy, income questions, a few quiz-like questions and other 
perception-related questions. The purpose of this survey is to further develop a theory I am developing 
called the "Cycle of Aggregate Sentiment" (CAS).  
 
Moreover, the aim is to learn about the correlations between certain variables and peoples' perceptions 
towards a certain theme, as well as further develop predictive models of social behavior. The survey should 
take less than 10 minutes to complete and is 45 questions in length.  
 
It is very important that you DO NOT SEARCH for the answer to the questions you are presented. If you 
do not know the answer to certain questions, PLEASE select the option or type in (if applicable) "I don't 
know". The point is for you to do the survey effortlessly, to the best of your ability, and WITHOUT 
searching for the answer on the web. Please do not ask anyone for help with any of the questions in this 
survey.  
 
Your participation is completely voluntary, and your responses will be completely anonymous. The data I 
collect will only be analyzed by me. There are no consequences to you if you decide not to complete the 
survey, and you may exit the survey at any time. 
 
If you agree to complete the survey, please click "next" below. Do NOT write your name on any of the 
questions. Please note that no identifying information will be collected and your identity will remain 
completely anonymous. There are no known risks to you as the participant of this study. Please complete 
the survey ONCE. Taking this survey twice will invalidate the data and negatively skew the results.  
 
After you finish the survey, you may close your browser’s window. By filling out the survey in its entirety, 
you are consenting to participate. Again, if you do not want to complete the survey, simply exit this 
window. 
 
If you would like a copy of the results of my study or have any questions, please feel free to contact me by 
emailing me at letamend@nova.edu. This project is supervised Dr. Dustin Berna, Assistant Professor of 
Conflict Resolution and Political Science, Nova Southeastern University, 3301 College Ave, Ft. 
Lauderdale, FL 33314, dustin.berna@nova.edu. If you have any concerns or complaints, please feel free to 
contact my dissertation chair or NSU's Institutional Review Board at 954-262-5369.  
 
Please feel free to print this screen for your records. And thank you for your participation in this 
groundbreaking study! 
 
Carl Michael Letamendi 
Principal Investigator 
letamend@nova.edu 
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APPENDIX B: HOW TO CALCULATE INDEX OF CONSUMER SENTIMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
Surveys of Consumers University of Michigan
INDEX CALCULATIONS
Index of Consumer Sentiment
To calculate the Index of Consumer Sentiment (ICS ), first compute the relative scores (the percent
giving favorable replies minus the percent giving unfavorable replies, plus 100) for each of the five
index questions (see x1 ...x5 listed below).  Round each relative score to the nearest whole number.
Using the formula shown below, sum the five relative scores, divide by the 1966 base period total
of 6.7558, and add 2.0 (a constant to correct for sample design changes from the 1950s). 1
Index of Consumer Expectations and the
Index of Current Economic Conditions
Using the same procedures given above, the Index of Current Economic Conditions (ICC) and the
Index of Consumer Expectations (ICE) are calculated as follows.
Index Questions
The Index of Consumer Sentiment (ICS) is  derived from the following five questions:
x1 = "We are interested in how people are getting along financially these days.  Would you say
that you (and your family living there) are better off or worse off financially than you were
a year ago?"
x2 = "Now looking ahead--do you think that a year from now you (and your family living there)
will be better off financially, or worse off , or just about the same as now?"
x3 = "Now turning to business conditions in the country as a whole--do you think that during the
next twelve months we'll have good times financially, or bad times, or what?"
x4 = "Looking ahead, which would you say is more likely--that in the country as a whole we'll
have continuous good times during the next five years or so, or that we will have periods
of widespread unemployment or depression, or what?"
x5 = "About the big things people bu y for their homes--such as furniture, a refrigerator, stove,
television, and things like that.  Generally speaking, do you think now is a good or bad time
for people to buy major household items?"
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APPENDIX C: FREQUENCIES PER VARIABLE 
 
STATE 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Alabama 3 .6 .6 .6 
Georgia 11 2.1 2.1 2.6 
Hawaii 2 .4 .4 3.0 
Idaho 11 2.1 2.1 5.0 
Illinois 12 2.2 2.2 7.3 
Indiana 14 2.6 2.6 9.9 
Iowa 14 2.6 2.6 12.5 
Kansas 8 1.5 1.5 14.0 
Kentucky 6 1.1 1.1 15.1 
Louisiana 2 .4 .4 15.5 
Maine 4 .7 .7 16.3 
Alaska 1 .2 .2 16.4 
Maryland 17 3.2 3.2 19.6 
Massachusetts 11 2.1 2.1 21.7 
Michigan 4 .7 .7 22.4 
Minnesota 15 2.8 2.8 25.2 
Mississippi 3 .6 .6 25.8 
Missouri 6 1.1 1.1 26.9 
Montana 3 .6 .6 27.5 
Nebraska 13 2.4 2.4 29.9 
Nevada 3 .6 .6 30.5 
New 
Hampshire 
9 1.7 1.7 32.1 
Arizona 9 1.7 1.7 33.8 
New Jersey 7 1.3 1.3 35.1 
New Mexico 7 1.3 1.3 36.4 
New York 22 4.1 4.1 40.6 
North Carolina 7 1.3 1.3 41.9 
Ohio 14 2.6 2.6 44.5 
Oklahoma 2 .4 .4 44.9 
Oregon 4 .7 .7 45.6 
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Pennsylvania 9 1.7 1.7 47.3 
Rhode Island 2 .4 .4 47.7 
Arkansas 8 1.5 1.5 49.2 
South Carolina 2 .4 .4 49.5 
South Dakota 12 2.2 2.2 51.8 
Tennessee 4 .7 .7 52.5 
Texas 10 1.9 1.9 54.4 
Utah 3 .6 .6 55.0 
Virginia 20 3.7 3.7 58.7 
Washington 3 .6 .6 59.3 
West Virginia 1 .2 .2 59.4 
Wisconsin 3 .6 .6 60.0 
California 28 5.2 5.2 65.2 
Wyoming 2 .4 .4 65.6 
Washington 
DC 
8 1.5 1.5 67.1 
Puerto Rico 3 .6 .6 67.7 
Colorado 11 2.1 2.1 69.7 
Connecticut 11 2.1 2.1 71.8 
Delaware 7 1.3 1.3 73.1 
Florida 144 26.9 26.9 100.0 
Total 535 100.0 100.0  
 
 
 
POLAFIL 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Other 18 3.4 3.4 3.4 
Republican 80 15.0 15.0 18.3 
Democrat 257 48.0 48.0 66.4 
Independent 77 14.4 14.4 80.7 
No Party 
Affiliation 
95 17.8 17.8 98.5 
Decline to 
respond 
8 1.5 1.5 100.0 
Total 535 100.0 100.0  
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RELIGION 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Other 78 14.6 14.6 14.6 
Islam 7 1.3 1.3 15.9 
Jewish 25 4.7 4.7 20.6 
Christian (all 
denominations) 
205 38.3 38.3 58.9 
Catholic 144 26.9 26.9 85.8 
Atheist 52 9.7 9.7 95.5 
Buddhist 6 1.1 1.1 96.6 
Hinduism 3 .6 .6 97.2 
I decline to 
respond 
15 2.8 2.8 100.0 
Total 535 100.0 100.0  
 
 
GENDER 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Other 1 .2 .2 .2 
Male 156 29.2 29.2 29.3 
Female 374 69.9 69.9 99.3 
Transgender 3 .6 .6 99.8 
I decline to 
respond 
1 .2 .2 100.0 
Total 535 100.0 100.0  
 
 
 
EDUORDNLZD 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid High School or 
GED 
18 3.4 3.4 3.4 
Some College 61 11.4 11.4 14.8 
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Associates 
college 
degree/2-year 
degree 
30 5.6 5.6 20.4 
Bachelors 
college 
degree/4-year 
degree 
128 23.9 23.9 44.3 
Masters degree 228 42.6 42.6 86.9 
         /Profes
sional Doctorate 
degree (Ed.D, 
PhD, D.Phil, 
D.Div; JD, DDS, 
DO, MD, OD, 
etc.) 
70 13.1 13.1 100.0 
Total 535 100.0 100.0  
 
 
 
MARTIALSTS 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Single/never 
married 
232 43.4 43.4 43.4 
Engaged 36 6.7 6.7 50.1 
Married 216 40.4 40.4 90.5 
Married, but 
separated/not 
divorced 
9 1.7 1.7 92.1 
Divorced 36 6.7 6.7 98.9 
Widowed 6 1.1 1.1 100.0 
Total 535 100.0 100.0  
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HOUSEHOLDSZ 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 8 1.5 1.5 1.5 
1.00 199 37.2 37.2 38.7 
2.00 152 28.4 28.4 67.1 
2.80 1 .2 .2 67.3 
3.00 67 12.5 12.5 79.8 
4.00 66 12.3 12.3 92.1 
5.00 31 5.8 5.8 97.9 
6.00 7 1.3 1.3 99.3 
7.00 2 .4 .4 99.6 
8.00 1 .2 .2 99.8 
12.00 1 .2 .2 100.0 
Total 535 100.0 100.0  
 
 
 
QUIZSCORE 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .0000 1 .2 .2 .2 
.0909 6 1.1 1.1 1.3 
.1364 2 .4 .4 1.7 
.1818 16 3.0 3.0 4.7 
.2273 7 1.3 1.3 6.0 
.2727 48 9.0 9.0 15.0 
.3182 19 3.6 3.6 18.5 
.3636 56 10.5 10.5 29.0 
.4091 22 4.1 4.1 33.1 
.4545 76 14.2 14.2 47.3 
.5000 19 3.6 3.6 50.8 
.5455 55 10.3 10.3 61.1 
.5909 18 3.4 3.4 64.5 
.6364 40 7.5 7.5 72.0 
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.6818 18 3.4 3.4 75.3 
.7273 45 8.4 8.4 83.7 
.7727 13 2.4 2.4 86.2 
.8182 42 7.9 7.9 94.0 
.8636 2 .4 .4 94.4 
.9091 24 4.5 4.5 98.9 
.9545 2 .4 .4 99.3 
1.0000 4 .7 .7 100.0 
Total 535 100.0 100.0  
 
 
 
MICSIINDX 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid 2.000 14 2.6 2.6 2.6 
16.802 16 3.0 3.0 5.6 
31.604 24 4.5 4.5 10.1 
46.406 47 8.8 8.8 18.9 
61.208 57 10.7 10.7 29.5 
76.010 75 14.0 14.0 43.6 
90.813 82 15.3 15.3 58.9 
105.615 88 16.4 16.4 75.3 
120.417 69 12.9 12.9 88.2 
135.219 41 7.7 7.7 95.9 
150.021 22 4.1 4.1 100.0 
Total 535 100.0 100.0  
 
 
 
MOMEDUORDINAL 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Less than High 
School 
35 6.5 6.5 6.5 
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High School or 
GED 
164 30.7 30.7 37.2 
Some College 91 17.0 17.0 54.2 
Associates 
college 
degree/2-year 
degree 
44 8.2 8.2 62.4 
Bachelors 
college 
degree/4-year 
degree 
111 20.7 20.7 83.2 
Masters degree 73 13.6 13.6 96.8 
         /Profes
sional Doctorate 
degree (Ed.D, 
PhD, D.Phil, 
D.Div; JD, DDS, 
DO, MD, OD, 
etc.) 
15 2.8 2.8 99.6 
I don't know 2 .4 .4 100.0 
Total 535 100.0 100.0  
 
 
 
DADEDUORDINAL 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Less than High 
School 
49 9.2 9.2 9.2 
High School or 
GED 
131 24.5 24.5 33.6 
Some College 77 14.4 14.4 48.0 
Associates 
college 
degree/2-year 
degree 
35 6.5 6.5 54.6 
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Bachelors 
college 
degree/4-year 
degree 
116 21.7 21.7 76.3 
Masters degree 63 11.8 11.8 88.0 
Docto    /Profes
sional Doctorate 
degree (Ed.D, 
PhD, D.Phil, 
D.Div; JD, DDS, 
DO, MD, OD, 
etc.) 
48 9.0 9.0 97.0 
I don't know 16 3.0 3.0 100.0 
Total 535 100.0 100.0  
 
 
 
EMPSTATUS 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Unemployed & 
not searching 
for a job 
32 6.0 6.0 6.0 
Unemployed & 
actively 
searching for a 
job 
25 4.7 4.7 10.7 
Employed part 
time & seeking 
full time 
employment 
43 8.0 8.0 18.7 
Employed part 
time & not 
seeking full time 
employment 
70 13.1 13.1 31.8 
Employed full 
time 
365 68.2 68.2 100.0 
Total 535 100.0 100.0  
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NEWSPREF 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Other (please 
specify) 
151 28.2 28.2 28.2 
CNN 128 23.9 23.9 52.1 
MSNBC 65 12.1 12.1 64.3 
Fox News 53 9.9 9.9 74.2 
Bloomberg 4 .7 .7 75.0 
HLN 4 .7 .7 75.7 
NBC 64 12.0 12.0 87.7 
ABC 63 11.8 11.8 99.4 
          /Uni
vision (Spanish) 
3 .6 .6 100.0 
Total 535 100.0 100.0  
 
 
 
PERSFC 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 38 7.1 7.1 7.1 
No 497 92.9 92.9 100.0 
Total 535 100.0 100.0  
 
 
 
PERSBKY 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 41 7.7 7.7 7.7 
No 494 92.3 92.3 100.0 
Total 535 100.0 100.0  
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KNOWFC 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 225 42.1 42.1 42.1 
No 310 57.9 57.9 100.0 
Total 535 100.0 100.0  
 
 
KNOWBKY 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 296 55.3 55.3 55.3 
No 239 44.7 44.7 100.0 
Total 535 100.0 100.0  
 
 
 
PERSLAYOFF 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 139 26.0 26.0 26.0 
No 396 74.0 74.0 100.0 
Total 535 100.0 100.0  
 
 
KNOWLAYOFF 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Yes 422 78.9 78.9 78.9 
No 113 21.1 21.1 100.0 
Total 535 100.0 100.0  
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SAFEHOME 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid Always 176 32.9 32.9 32.9 
Most of the 
time 
279 52.1 52.1 85.0 
Sometimes 68 12.7 12.7 97.8 
Neutral 6 1.1 1.1 98.9 
Never 6 1.1 1.1 100.0 
Total 535 100.0 100.0  
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GOVTRUST 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 55 10.3 10.4 10.4 
.01 5 .9 .9 11.4 
.02 4 .7 .8 12.1 
.05 23 4.3 4.4 16.5 
.10 50 9.3 9.5 25.9 
.12 1 .2 .2 26.1 
.15 11 2.1 2.1 28.2 
.20 45 8.4 8.5 36.7 
.25 42 7.9 8.0 44.7 
.30 43 8.0 8.1 52.8 
.33 2 .4 .4 53.2 
.35 10 1.9 1.9 55.1 
.39 1 .2 .2 55.3 
.40 30 5.6 5.7 61.0 
.45 7 1.3 1.3 62.3 
.49 1 .2 .2 62.5 
.50 106 19.8 20.1 82.6 
.51 1 .2 .2 82.8 
.55 3 .6 .6 83.3 
.60 30 5.6 5.7 89.0 
.65 5 .9 .9 90.0 
.67 1 .2 .2 90.2 
.70 7 1.3 1.3 91.5 
.73 1 .2 .2 91.7 
.75 16 3.0 3.0 94.7 
.77 1 .2 .2 94.9 
.79 1 .2 .2 95.1 
.80 6 1.1 1.1 96.2 
.82 1 .2 .2 96.4 
.85 3 .6 .6 97.0 
.90 3 .6 .6 97.5 
1.00 13 2.4 2.5 100.0 
Total 528 98.7 100.0  
Total 535 100.0   
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AGE 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid 18.00 3 .6 .6 .6 
19.00 5 .9 .9 1.5 
20.00 11 2.1 2.1 3.6 
21.00 12 2.2 2.2 5.8 
22.00 19 3.6 3.6 9.3 
23.00 24 4.5 4.5 13.8 
24.00 18 3.4 3.4 17.2 
25.00 21 3.9 3.9 21.1 
26.00 30 5.6 5.6 26.7 
27.00 23 4.3 4.3 31.0 
28.00 25 4.7 4.7 35.7 
29.00 18 3.4 3.4 39.1 
30.00 29 5.4 5.4 44.5 
31.00 23 4.3 4.3 48.8 
32.00 25 4.7 4.7 53.5 
33.00 16 3.0 3.0 56.4 
34.00 21 3.9 3.9 60.4 
35.00 18 3.4 3.4 63.7 
36.00 11 2.1 2.1 65.8 
37.00 19 3.6 3.6 69.3 
38.00 11 2.1 2.1 71.4 
39.00 14 2.6 2.6 74.0 
40.00 7 1.3 1.3 75.3 
41.00 10 1.9 1.9 77.2 
42.00 8 1.5 1.5 78.7 
43.00 8 1.5 1.5 80.2 
44.00 5 .9 .9 81.1 
45.00 8 1.5 1.5 82.6 
46.00 4 .7 .7 83.4 
47.00 5 .9 .9 84.3 
48.00 4 .7 .7 85.0 
49.00 2 .4 .4 85.4 
50.00 4 .7 .7 86.2 
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51.00 6 1.1 1.1 87.3 
52.00 6 1.1 1.1 88.4 
53.00 5 .9 .9 89.3 
54.00 3 .6 .6 89.9 
55.00 7 1.3 1.3 91.2 
56.00 5 .9 .9 92.1 
57.00 4 .7 .7 92.9 
58.00 5 .9 .9 93.8 
59.00 2 .4 .4 94.2 
60.00 4 .7 .7 95.0 
62.00 2 .4 .4 95.3 
63.00 4 .7 .7 96.1 
64.00 5 .9 .9 97.0 
65.00 5 .9 .9 97.9 
66.00 1 .2 .2 98.1 
67.00 2 .4 .4 98.5 
68.00 1 .2 .2 98.7 
69.00 3 .6 .6 99.3 
70.00 3 .6 .6 99.8 
71.00 1 .2 .2 100.0 
Total 535 100.0 100.0  
 
 
 
PINCB4TX 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 24 4.5 4.6 4.6 
3.00 1 .2 .2 4.7 
1000.00 1 .2 .2 4.9 
2000.00 1 .2 .2 5.1 
3000.00 3 .6 .6 5.7 
3452.00 1 .2 .2 5.9 
4000.00 2 .4 .4 6.3 
4300.00 1 .2 .2 6.5 
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5000.00 10 1.9 1.9 8.3 
6000.00 4 .7 .8 9.1 
7000.00 3 .6 .6 9.7 
8000.00 6 1.1 1.1 10.8 
8600.00 1 .2 .2 11.0 
8900.00 1 .2 .2 11.2 
9000.00 3 .6 .6 11.8 
9600.00 1 .2 .2 12.0 
10000.00 13 2.4 2.5 14.4 
11000.00 2 .4 .4 14.8 
12000.00 12 2.2 2.3 17.1 
13000.00 8 1.5 1.5 18.6 
14000.00 1 .2 .2 18.8 
15000.00 13 2.4 2.5 21.3 
16000.00 5 .9 .9 22.2 
17000.00 1 .2 .2 22.4 
19200.00 2 .4 .4 22.8 
20000.00 6 1.1 1.1 23.9 
22000.00 3 .6 .6 24.5 
23000.00 4 .7 .8 25.2 
24000.00 7 1.3 1.3 26.6 
25000.00 9 1.7 1.7 28.3 
26000.00 3 .6 .6 28.8 
27000.00 5 .9 .9 29.8 
28000.00 4 .7 .8 30.6 
29000.00 3 .6 .6 31.1 
30000.00 19 3.6 3.6 34.7 
31000.00 6 1.1 1.1 35.9 
32000.00 6 1.1 1.1 37.0 
33000.00 5 .9 .9 38.0 
34000.00 4 .7 .8 38.7 
35000.00 13 2.4 2.5 41.2 
36000.00 4 .7 .8 41.9 
37000.00 4 .7 .8 42.7 
38000.00 3 .6 .6 43.3 
39000.00 9 1.7 1.7 45.0 
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40000.00 14 2.6 2.7 47.6 
41000.00 8 1.5 1.5 49.1 
41200.00 1 .2 .2 49.3 
42000.00 12 2.2 2.3 51.6 
42500.00 1 .2 .2 51.8 
43000.00 9 1.7 1.7 53.5 
44000.00 9 1.7 1.7 55.2 
45000.00 19 3.6 3.6 58.8 
46000.00 5 .9 .9 59.8 
46600.00 1 .2 .2 60.0 
47000.00 1 .2 .2 60.2 
48000.00 5 .9 .9 61.1 
49000.00 1 .2 .2 61.3 
50000.00 11 2.1 2.1 63.4 
51000.00 3 .6 .6 63.9 
51500.00 2 .4 .4 64.3 
52000.00 10 1.9 1.9 66.2 
52500.00 1 .2 .2 66.4 
53000.00 5 .9 .9 67.4 
54000.00 3 .6 .6 67.9 
55000.00 9 1.7 1.7 69.6 
56000.00 2 .4 .4 70.0 
57000.00 3 .6 .6 70.6 
58000.00 3 .6 .6 71.2 
59000.00 1 .2 .2 71.3 
60000.00 7 1.3 1.3 72.7 
62000.00 4 .7 .8 73.4 
63000.00 2 .4 .4 73.8 
64000.00 2 .4 .4 74.2 
65000.00 13 2.4 2.5 76.7 
66000.00 2 .4 .4 77.0 
67000.00 4 .7 .8 77.8 
68000.00 5 .9 .9 78.7 
69000.00 2 .4 .4 79.1 
69600.00 1 .2 .2 79.3 
70000.00 8 1.5 1.5 80.8 
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72000.00 4 .7 .8 81.6 
73000.00 1 .2 .2 81.8 
74000.00 1 .2 .2 82.0 
75000.00 6 1.1 1.1 83.1 
77000.00 1 .2 .2 83.3 
79000.00 3 .6 .6 83.9 
80000.00 7 1.3 1.3 85.2 
81000.00 2 .4 .4 85.6 
82000.00 2 .4 .4 86.0 
83000.00 1 .2 .2 86.1 
84000.00 1 .2 .2 86.3 
85000.00 6 1.1 1.1 87.5 
87000.00 1 .2 .2 87.7 
88000.00 1 .2 .2 87.9 
89000.00 2 .4 .4 88.2 
90000.00 7 1.3 1.3 89.6 
91000.00 1 .2 .2 89.8 
92000.00 2 .4 .4 90.1 
94000.00 2 .4 .4 90.5 
95000.00 5 .9 .9 91.5 
98000.00 1 .2 .2 91.7 
100000.00 10 1.9 1.9 93.5 
103000.00 1 .2 .2 93.7 
105000.00 2 .4 .4 94.1 
108000.00 1 .2 .2 94.3 
110000.00 1 .2 .2 94.5 
112000.00 1 .2 .2 94.7 
115000.00 1 .2 .2 94.9 
116000.00 1 .2 .2 95.1 
120000.00 2 .4 .4 95.4 
125000.00 2 .4 .4 95.8 
128000.00 1 .2 .2 96.0 
130000.00 3 .6 .6 96.6 
136000.00 1 .2 .2 96.8 
138000.00 1 .2 .2 97.0 
140000.00 3 .6 .6 97.5 
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143000.00 1 .2 .2 97.7 
145000.00 1 .2 .2 97.9 
150000.00 4 .7 .8 98.7 
165000.00 2 .4 .4 99.1 
170000.00 1 .2 .2 99.2 
200000.00 1 .2 .2 99.4 
250000.00 1 .2 .2 99.6 
255000.00 1 .2 .2 99.8 
1000000.00 1 .2 .2 100.0 
Total 527 98.5 100.0  
  Missing 8 1.5   
Total 535 100.0   
 
 
 
HSHLDINC 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 11 2.1 2.1 2.1 
800.00 1 .2 .2 2.3 
1000.00 1 .2 .2 2.5 
1700.00 1 .2 .2 2.7 
2100.00 1 .2 .2 2.9 
3000.00 2 .4 .4 3.3 
5000.00 5 .9 1.0 4.2 
6000.00 4 .7 .8 5.0 
7000.00 2 .4 .4 5.4 
8000.00 4 .7 .8 6.1 
8900.00 1 .2 .2 6.3 
9000.00 3 .6 .6 6.9 
9600.00 1 .2 .2 7.1 
10000.00 8 1.5 1.5 8.6 
11000.00 2 .4 .4 9.0 
11700.00 1 .2 .2 9.2 
12000.00 5 .9 1.0 10.2 
13000.00 5 .9 1.0 11.1 
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14000.00 1 .2 .2 11.3 
15000.00 8 1.5 1.5 12.8 
16000.00 5 .9 1.0 13.8 
17000.00 1 .2 .2 14.0 
18000.00 1 .2 .2 14.2 
19200.00 1 .2 .2 14.4 
20000.00 3 .6 .6 14.9 
22000.00 2 .4 .4 15.3 
23000.00 2 .4 .4 15.7 
24000.00 4 .7 .8 16.5 
25000.00 4 .7 .8 17.2 
26000.00 1 .2 .2 17.4 
27000.00 3 .6 .6 18.0 
28000.00 4 .7 .8 18.8 
29000.00 2 .4 .4 19.2 
30000.00 9 1.7 1.7 20.9 
31000.00 3 .6 .6 21.5 
32000.00 4 .7 .8 22.2 
33000.00 3 .6 .6 22.8 
34000.00 4 .7 .8 23.6 
35000.00 13 2.4 2.5 26.1 
36000.00 4 .7 .8 26.8 
36989.00 1 .2 .2 27.0 
37000.00 1 .2 .2 27.2 
38000.00 2 .4 .4 27.6 
39000.00 4 .7 .8 28.4 
40000.00 8 1.5 1.5 29.9 
41000.00 6 1.1 1.1 31.0 
42000.00 6 1.1 1.1 32.2 
42500.00 1 .2 .2 32.4 
43000.00 6 1.1 1.1 33.5 
44000.00 4 .7 .8 34.3 
45000.00 16 3.0 3.1 37.4 
46000.00 4 .7 .8 38.1 
46750.00 1 .2 .2 38.3 
48000.00 3 .6 .6 38.9 
234 
 
 
 
49000.00 2 .4 .4 39.3 
50000.00 15 2.8 2.9 42.1 
51000.00 1 .2 .2 42.3 
51500.00 1 .2 .2 42.5 
52000.00 5 .9 1.0 43.5 
52500.00 1 .2 .2 43.7 
53000.00 2 .4 .4 44.1 
54000.00 1 .2 .2 44.3 
55000.00 6 1.1 1.1 45.4 
57000.00 1 .2 .2 45.6 
58000.00 1 .2 .2 45.8 
60000.00 14 2.6 2.7 48.5 
62000.00 6 1.1 1.1 49.6 
63000.00 2 .4 .4 50.0 
64000.00 1 .2 .2 50.2 
65000.00 12 2.2 2.3 52.5 
66000.00 1 .2 .2 52.7 
67000.00 3 .6 .6 53.3 
68000.00 2 .4 .4 53.6 
69000.00 1 .2 .2 53.8 
70000.00 13 2.4 2.5 56.3 
70070.00 1 .2 .2 56.5 
71000.00 1 .2 .2 56.7 
72000.00 2 .4 .4 57.1 
73000.00 2 .4 .4 57.5 
74000.00 1 .2 .2 57.7 
75000.00 13 2.4 2.5 60.2 
76000.00 1 .2 .2 60.3 
77000.00 2 .4 .4 60.7 
78000.00 1 .2 .2 60.9 
80000.00 14 2.6 2.7 63.6 
82000.00 4 .7 .8 64.4 
84000.00 1 .2 .2 64.6 
85000.00 5 .9 1.0 65.5 
86000.00 1 .2 .2 65.7 
87000.00 2 .4 .4 66.1 
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89000.00 3 .6 .6 66.7 
90000.00 12 2.2 2.3 69.0 
91000.00 1 .2 .2 69.2 
92000.00 3 .6 .6 69.7 
93000.00 1 .2 .2 69.9 
95000.00 4 .7 .8 70.7 
96000.00 1 .2 .2 70.9 
97000.00 2 .4 .4 71.3 
98000.00 3 .6 .6 71.8 
100000.00 18 3.4 3.4 75.3 
101000.00 2 .4 .4 75.7 
102400.00 1 .2 .2 75.9 
103000.00 2 .4 .4 76.2 
104000.00 1 .2 .2 76.4 
105000.00 4 .7 .8 77.2 
106000.00 2 .4 .4 77.6 
107000.00 1 .2 .2 77.8 
109000.00 1 .2 .2 78.0 
110000.00 6 1.1 1.1 79.1 
112000.00 1 .2 .2 79.3 
115000.00 2 .4 .4 79.7 
116000.00 1 .2 .2 79.9 
120000.00 12 2.2 2.3 82.2 
122000.00 1 .2 .2 82.4 
124000.00 1 .2 .2 82.6 
125000.00 5 .9 1.0 83.5 
128000.00 1 .2 .2 83.7 
129000.00 1 .2 .2 83.9 
130000.00 8 1.5 1.5 85.4 
135000.00 1 .2 .2 85.6 
136000.00 1 .2 .2 85.8 
138000.00 1 .2 .2 86.0 
140000.00 10 1.9 1.9 87.9 
142000.00 1 .2 .2 88.1 
143000.00 1 .2 .2 88.3 
145000.00 1 .2 .2 88.5 
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148000.00 1 .2 .2 88.7 
150000.00 8 1.5 1.5 90.2 
153000.00 1 .2 .2 90.4 
155000.00 1 .2 .2 90.6 
160000.00 3 .6 .6 91.2 
165000.00 1 .2 .2 91.4 
166000.00 2 .4 .4 91.8 
167000.00 1 .2 .2 92.0 
168000.00 1 .2 .2 92.1 
170000.00 2 .4 .4 92.5 
175000.00 4 .7 .8 93.3 
178000.00 1 .2 .2 93.5 
180000.00 2 .4 .4 93.9 
181000.00 1 .2 .2 94.1 
183000.00 1 .2 .2 94.3 
195000.00 1 .2 .2 94.4 
200000.00 3 .6 .6 95.0 
210000.00 3 .6 .6 95.6 
220000.00 2 .4 .4 96.0 
221000.00 1 .2 .2 96.2 
230000.00 1 .2 .2 96.4 
235000.00 1 .2 .2 96.6 
238000.00 2 .4 .4 96.9 
250000.00 5 .9 1.0 97.9 
255000.00 1 .2 .2 98.1 
270000.00 1 .2 .2 98.3 
273000.00 1 .2 .2 98.5 
320000.00 1 .2 .2 98.7 
360000.00 1 .2 .2 98.9 
400000.00 2 .4 .4 99.2 
900000.00 1 .2 .2 99.4 
1000000.00 2 .4 .4 99.8 
1500002.00 1 .2 .2 100.0 
Total 522 97.6 100.0  
 Missing 13 2.4   
Total 535 100.0   
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DISCINCMO 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 42 7.9 8.1 8.1 
2.00 1 .2 .2 8.3 
15.00 2 .4 .4 8.7 
20.00 5 .9 1.0 9.7 
25.00 1 .2 .2 9.9 
40.00 1 .2 .2 10.1 
45.00 1 .2 .2 10.3 
50.00 7 1.3 1.4 11.6 
75.00 1 .2 .2 11.8 
83.00 1 .2 .2 12.0 
90.00 1 .2 .2 12.2 
100.00 22 4.1 4.3 16.4 
125.00 1 .2 .2 16.6 
150.00 6 1.1 1.2 17.8 
175.00 1 .2 .2 18.0 
180.00 1 .2 .2 18.2 
200.00 43 8.0 8.3 26.5 
250.00 5 .9 1.0 27.5 
260.00 1 .2 .2 27.7 
300.00 29 5.4 5.6 33.3 
350.00 3 .6 .6 33.8 
400.00 25 4.7 4.8 38.7 
450.00 3 .6 .6 39.3 
500.00 52 9.7 10.1 49.3 
550.00 2 .4 .4 49.7 
600.00 14 2.6 2.7 52.4 
650.00 1 .2 .2 52.6 
675.00 1 .2 .2 52.8 
700.00 9 1.7 1.7 54.5 
750.00 1 .2 .2 54.7 
800.00 11 2.1 2.1 56.9 
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900.00 4 .7 .8 57.6 
950.00 1 .2 .2 57.8 
1000.00 58 10.8 11.2 69.1 
1100.00 1 .2 .2 69.2 
1170.00 1 .2 .2 69.4 
1200.00 13 2.4 2.5 72.0 
1250.00 2 .4 .4 72.3 
1300.00 2 .4 .4 72.7 
1400.00 1 .2 .2 72.9 
1500.00 23 4.3 4.4 77.4 
1600.00 3 .6 .6 77.9 
1700.00 2 .4 .4 78.3 
1800.00 1 .2 .2 78.5 
2000.00 32 6.0 6.2 84.7 
2200.00 1 .2 .2 84.9 
2400.00 1 .2 .2 85.1 
2500.00 9 1.7 1.7 86.8 
2600.00 2 .4 .4 87.2 
2700.00 1 .2 .2 87.4 
3000.00 16 3.0 3.1 90.5 
3300.00 1 .2 .2 90.7 
3500.00 1 .2 .2 90.9 
3900.00 1 .2 .2 91.1 
4000.00 11 2.1 2.1 93.2 
4500.00 4 .7 .8 94.0 
5000.00 9 1.7 1.7 95.7 
5500.00 1 .2 .2 95.9 
6000.00 4 .7 .8 96.7 
7720.00 1 .2 .2 96.9 
8000.00 7 1.3 1.4 98.3 
10000.00 4 .7 .8 99.0 
14000.00 1 .2 .2 99.2 
20000.00 2 .4 .4 99.6 
25000.00 1 .2 .2 99.8 
30000.00 1 .2 .2 100.0 
Total 517 96.6 100.0  
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 Missing 18 3.4   
Total 535 100.0   
 
 
 
PPLBRKLW 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 12 2.2 2.3 2.3 
.01 1 .2 .2 2.5 
.01 2 .4 .4 2.9 
.02 15 2.8 2.9 5.8 
.03 2 .4 .4 6.2 
.04 2 .4 .4 6.6 
.05 37 6.9 7.2 13.8 
.06 1 .2 .2 14.0 
.07 1 .2 .2 14.2 
.08 4 .7 .8 15.0 
.10 62 11.6 12.1 27.1 
.14 2 .4 .4 27.5 
.15 31 5.8 6.0 33.5 
.18 1 .2 .2 33.7 
.20 54 10.1 10.5 44.2 
.25 37 6.9 7.2 51.5 
.30 40 7.5 7.8 59.3 
.32 1 .2 .2 59.5 
.33 1 .2 .2 59.6 
.35 6 1.1 1.2 60.8 
.38 1 .2 .2 61.0 
.40 20 3.7 3.9 64.9 
.42 1 .2 .2 65.1 
.45 7 1.3 1.4 66.5 
.46 1 .2 .2 66.7 
.50 53 9.9 10.3 77.0 
.53 1 .2 .2 77.2 
.55 2 .4 .4 77.6 
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.60 19 3.6 3.7 81.3 
.65 3 .6 .6 81.9 
.70 10 1.9 1.9 83.8 
.75 22 4.1 4.3 88.1 
.80 17 3.2 3.3 91.4 
.82 1 .2 .2 91.6 
.85 3 .6 .6 92.2 
.90 5 .9 1.0 93.2 
.99 1 .2 .2 93.4 
1.00 34 6.4 6.6 100.0 
Total 513 95.9 100.0  
 Missing 22 4.1   
Total 535 100.0   
 
 
 
 
WILLINGNESS 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 362 67.7 67.7 67.7 
.01 9 1.7 1.7 69.3 
.02 6 1.1 1.1 70.5 
.04 1 .2 .2 70.7 
.05 23 4.3 4.3 75.0 
.06 1 .2 .2 75.1 
.07 1 .2 .2 75.3 
.10 38 7.1 7.1 82.4 
.15 2 .4 .4 82.8 
.20 17 3.2 3.2 86.0 
.25 8 1.5 1.5 87.5 
.30 2 .4 .4 87.9 
.35 1 .2 .2 88.0 
.40 2 .4 .4 88.4 
.50 31 5.8 5.8 94.2 
.63 1 .2 .2 94.4 
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.70 1 .2 .2 94.6 
.75 5 .9 .9 95.5 
.80 4 .7 .7 96.3 
1.00 20 3.7 3.7 100.0 
Total 535 100.0 100.0  
 
 
 
TVHRS 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 22 4.1 4.1 4.1 
.30 1 .2 .2 4.3 
.50 1 .2 .2 4.5 
1.00 12 2.2 2.2 6.7 
2.00 38 7.1 7.1 13.9 
3.00 31 5.8 5.8 19.7 
4.00 30 5.6 5.6 25.3 
5.00 56 10.5 10.5 35.8 
6.00 25 4.7 4.7 40.4 
7.00 15 2.8 2.8 43.3 
8.00 24 4.5 4.5 47.8 
9.00 3 .6 .6 48.3 
10.00 89 16.6 16.7 65.0 
11.00 2 .4 .4 65.4 
12.00 18 3.4 3.4 68.7 
14.00 15 2.8 2.8 71.5 
15.00 44 8.2 8.2 79.8 
16.00 4 .7 .7 80.5 
18.00 2 .4 .4 80.9 
20.00 51 9.5 9.6 90.4 
21.00 3 .6 .6 91.0 
22.00 1 .2 .2 91.2 
24.00 4 .7 .7 91.9 
25.00 12 2.2 2.2 94.2 
26.00 1 .2 .2 94.4 
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28.00 7 1.3 1.3 95.7 
30.00 11 2.1 2.1 97.8 
35.00 4 .7 .7 98.5 
40.00 3 .6 .6 99.1 
41.00 1 .2 .2 99.3 
42.00 1 .2 .2 99.4 
45.00 2 .4 .4 99.8 
56.00 1 .2 .2 100.0 
Total 534 99.8 100.0  
 Missing 1 .2   
Total 535 100.0   
 
 
 
NEWSHRS 
 Frequency Percent 
Valid 
Percent 
Cumulative 
Percent 
Valid .00 18 3.4 3.4 3.4 
.35 1 .2 .2 3.6 
.50 5 .9 .9 4.5 
1.00 76 14.2 14.2 18.7 
1.50 2 .4 .4 19.1 
2.00 83 15.5 15.5 34.6 
3.00 43 8.0 8.1 42.7 
4.00 36 6.7 6.7 49.4 
4.50 1 .2 .2 49.6 
5.00 74 13.8 13.9 63.5 
6.00 16 3.0 3.0 66.5 
7.00 35 6.5 6.6 73.0 
8.00 24 4.5 4.5 77.5 
9.00 3 .6 .6 78.1 
10.00 50 9.3 9.4 87.5 
11.00 1 .2 .2 87.6 
12.00 9 1.7 1.7 89.3 
13.00 2 .4 .4 89.7 
14.00 6 1.1 1.1 90.8 
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15.00 18 3.4 3.4 94.2 
17.00 1 .2 .2 94.4 
18.00 2 .4 .4 94.8 
20.00 20 3.7 3.7 98.5 
24.00 1 .2 .2 98.7 
25.00 1 .2 .2 98.9 
28.00 2 .4 .4 99.3 
30.00 3 .6 .6 99.8 
40.00 1 .2 .2 100.0 
Total 534 99.8 100.0  
 Missing 1 .2   
Total 535 100.0   
 
